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PREFACE. 


No  apology  would  seem  to  be  necessary  for  publishing 
an  essay  on  Currency  and  Banking.  The  derangement 
of  our  currency  has  brought  the  subject  home  to  every 
man’s  business  and  bosom  with  an  intensity  which  has 
made  it  the  engrossing  topic  of  the  country.  It  is  however 
a  subject  of  great  difficulty;  as  a  science  it  is  abstruse 
and  recondite.  In  practical  application,  we  find  every 
possible  variety  of  opinion ;  the  great  obstacle  to  the 
restoration  of  a  sound  currency  is  believed  to  be  an 
erroneous  public  opinion.  —  In  the  hope  of  doing  some¬ 
thing  in  reforming  erroneous  views  the  present  slight  and 
hasty  sketch  is  offered.  The  object  is  to  present  those 
principles,  which  have  the  sanction  of  the  best  writers  on 
the  subject  and  which  all  experience  is  believed  to  con¬ 
firm,  in  a  form  to  be  applied  to  the  present  condition  of 
the  country. 

Unfortunately  the  subject  has  been  connected  with  the 
party  politics  of  the  day.  Nothing  can  be  more  unfa- 
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vorable  to  the  development  of  truth,  on  questions  in 
political  economy,  than  such  a  connection.  A  good  deal 
which  is  false,  with  some  admixture  of  truth,  has  been 
put  forward  by  political  partisans  on  either  side.  As  it 
is  the  wish  of  the  writer  that  the  subject  should  be  dis¬ 
cussed  on  its  own  merits  and  free  from  such  contami¬ 
nating  connection,  he  has  avoided  as  much  as  possible 
all  reference  to  the  political  parties  of  the  day. 

Boston,  May,  1841. 


CURRENCY  AND  BANKING. 


CIRCULATING  MEDIUM. 

The  general  consent  of  mankind  has  established 
gold  and  silver  as  the  common  measure  of  the  value 
of  all  other  commodities,  and  has  given  them,  in  the 
state  of  coin,  the  name  of  money.  Some  nations 
making  use  of  one  of  these  metals,  some  of  the 
other,  and  some  of  both. 

Coinage  may  be  considered  as  merely  the  affixing 
a  certificate  of  the  government  to  the  quantity  of 
pure  silver  or  gold  contained  in  each  coin  respect¬ 
ively,  on  which  alone  its  value  depends.  The  fit¬ 
ness  of  gold  and  silver  for  the  medium  of  exchanging 
all  other  commodities,  arises  from  their  containing 
much  value  in  small  bulk,  from  the  difficulty  of  their 
quantity  being  materially  increased,  from  their  easy 
divisibility  and  their  indestructibility. 

It  is  usual  to  consider  these  precious  metals  as 
the  common  measure  of  other  property ;  but  they 
have  another  quality  essential  to  their  performance 
of  the  function  of  money.  Their  intrinsic  value 
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makes  them  also  the  common  equivalent.  They  not 
only  measure  the  value  of  other  commodities,  they 
replace  it ;  this  is  an  important  distinction. 

The  laws  of  the  United  States  establish  the  coin¬ 
age  and  currency  of  both  metals.  By  the  law  of 
1792,  gold  was  estimated  to  be  worth  fifteen  times 
its  weight  in  silver,  which  was,  at  that  time  per¬ 
haps,  an  accurate  estimate  of  the  actual  relative 
value  of  the  two  metals.  Since  that  period  a  decided 
and  permanent  change  has  taken  place  in  that  re¬ 
spect  in  favor  of  gold ;  and  by  the  law  passed  in 
1834,  our  gold  coinage  and  several  foreign  coins 
are  made  current  in  the  proportion  of  sixteen  times 
their  weight  of  silver. 

The  effect  of  this  law  is,  to  make  an  important 
change  in  our  metallic  currency.  Previous  to  its 
passage,  our  whole  currency  consisted  of  silver ; 
gold  was  merely  merchandize,  worth  about  five  or 
six  per  cent  above  its  legal  valuation.  Since  1834, 
gold  has  been  constantly  displacing  silver,  and  is 
becoming  the  basis  of  our  bank  circulation. 

Banks  are  establishments  for  the  purpose  of  carry¬ 
ing  on  a  trade  or  traffic  in  money,  or  in  contracts  or 
obligations  for  the  payment  of  money. 

Bank  notes  are  promises  to  pay  on  demand  a 
given  quantity  of  coin  ;  they  are  promises  to  pay 
money ,  but  they  are  not  money  in  themselves.  This 
is  an  important  distinction,  and  the  not  making  it  is 
the  source  of  most  of  the  popular  errors  on  the  sub¬ 
ject  of  currency. 
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Bank  notes,  payable  in  coin  on  demand,  in  the 
common  transactions  between  man  and  man,  are 
generally  preferred  to  the  coin  which  they  repre¬ 
sent.  They  thus  perform  all  the  functions  of  money, 
and  in  common  parlance  are  called  money.  But 
there  is  an  important  distinction,  and  in  strictness 
bank  notes  can  with  no  propriety  be  called  money. 
A  bank  note  gives  a  power  to  command  the  coin, 
the  money  which  it  promises,  at  the  pleasure  of  the 
holder.  This  power  is  more  convenient,  therefore 
more  valuable  to  the  possessor,  than  the  thing,  the 
coin  itself.  This  preference  is  the  true  basis  of 
bank  circulation.  It  is  founded  in  the  nature  of 
things.  It  is  essential,  however,  that  this  power 
should  be  real ;  that  it  should  exist  in  fact ;  that  the 
coin  can  be  had  on  asking  for.  It  is  not,  perhaps, 
surprising,  that  superficial  observers,  seeing  the  fa¬ 
cility  with  which  bank  notes  perform  all  the  func¬ 
tions  of  money,  without  this  power  to  command 
coin  being  put  to  the  test,  should  become  insensible 
to  its  existence  or  disbelievers  in  its  necessity.  They 
see  a  faith  in  this  power  supersede  the  use  of  the 
power,  and  sanguine  and  visionary  spirits  are  led 
to  believe  that  the  sam e  faith  may  be  built  on  some 
other  basis,  on  something  else  less  expensive  than 
gold  and  silver.  This  is  doubtless  the  origin  of  the 
various  projects  for  furnishing  a  currency  of  paper 
not  convertible  into  coin,  to  which  every  age  gives 
rise,  and  which  always  find  favor  with  the  debtor 
class  of  mankind,  but  which  are  sure  to  end  in 
chagrin  and  disappointment. 
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Bank  credits,  commonly  called  deposits,  are  of 
precisely  the  same  general  character  as  bank 
notes  ;  they  arise  from  the  deposit  of  coin  or  bank 
notes,  from  the  collection  of  individual  notes,  or 
bills  of  exchange,  or  from  discounts  made  by  the 
bank  for  the  parties  to  whose  credit  they  are  placed. 
However  originating,  the  bank  admits  them  to  be  a 
debt  payable  in  gold  and  silver  on  demand. 

They  remain  to  the  credit  of  the  party  owning 
them,  because  a  bank  credit,  like  a  bank  note  pos¬ 
sessing  the  power  of  commanding  the  coin  at  any 
moment,  is  preferable  to  the  possession  of  it  in 
specie.  Bank  notes  and  bank  credits  are  convert¬ 
ible  into  each  other  at  the  pleasure  of  the  possessor. 
They  are  essentially  the  same.  It  has  been  some¬ 
times  made  a  question  whether  bank  credits  can 
properly  be  termed  currency.  It  is  a  question  about 
words,  and  of  little  importance,  according  to  the 
sense  in  which  currency  is  used.  Bank  credits 
consist  chiefly  of  the  money  kept  on  hand  by  mer¬ 
chants  and  others  for  their  daily  use.  Were  there 
no  banks,  it  would  be  kept  at  home  in  iron  chests ; 
and  if  so  kept,  whether  in  coin  or  bank  notes,  the 
question  might  be  equally  raised,  whether  these 
deposits  in  large  masses  should  be  said  to  be  in 
circulation. 

Tliei  e  is  but  one  basis  for  a  sound  paper  currency, 
the  actual  power  to  command  the  coin.  It  is  true, 
no  paper  can  circulate  without  confidence ,  but  it  is 
all  important  that  this  confidence  should  rest  on  a 
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solid  foundation.  It  is  best  it  should  be  frequently 
put  to  the  test.  With  us,  it  is  not  the  want  of  con¬ 
fidence  which  has  caused  the  derangement  of  our 
currency,  but,  on  the  contrary,  the  prolific  cause  has 
been,  the  giving  confidence  where  it  was  not  war¬ 
ranted,  where  it  was  not  due. 

Preference  is  then  the  only  basis  of  a  sound  paper 
circulation,  and  it  is  not  difficult  to  perceive  the 
grounds  on  which  this  preference  rests  ;  facility  of 
counting,  facility  of  transportation  or  transmission, 
and  security  against  loss  or  robbery.  To  these 
general  advantages  must  be  added  a  full  assurance 
that  the  money  will  be  paid  when  wanted  and  where 
wanted. 

The  place  where  a  bank  note  is  payable  is  of  the 
utmost  importance  in  order  to  secure  its  general 
circulation  at  par  with  specie.  That  place  must  be 
the  commercial  centre  of  the  district  through  which 
it  is  to  circulate. 

The  constant  demand  for  remittances  to  this  cen¬ 
tral  point,  will  give  to  bank  notes  payable  there,  a 
constant  equality  with  or  preference  over  specie, 
through  all  the  region  drawing  their  supplies  from 
that  centre.  Thus,  a  bank  note  payable  in  Boston, 
will  have  a  natural  circulation  through  r’l  that  part 
of  New  England  drawing  their  supplies  from  thence  ; 
but  the  moment  the  line  is  passed  into  the  district 
drawing  their  supplies  from  New  York,  bank  notes 
payable  in  that  city  can  alone  supply  a  pure  circu¬ 
lation,  and  so  of  the  other  great  cities.  Large 
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towns  or  cities  in  the  interior  have  a  certain  limited 
circle  of  their  own,  but  for  general  circulation  bank 
notes  must  be  payable  in  t  lie  great  commercial  cities. 

The  currency  of  depreciated  paper,  issued  by 
banks  paying  specie,  is  owing  to  a  departure  from  cor¬ 
rect  principles  in  this  particular.  The  banknote  is 
not  payable  at  the  place  where  the  money  is  wanted. 
Previous  to  1824,  the  currency  of  Boston  and  New 
England  consisted  mostly  of  country  bank  notes, 
subject  to  a  discount  varying  at  different  times,  but 
generally  about  one  per  cent.  In  1824  what  is 
called  the  Suffolk  bank  system,  was  adopted,  by 
which  the  bills  of  all  New  England  banks  are  vir¬ 
tually  redeemable  in  Boston  at  par.  The  system  is 
this:  Certain  banks  in  Boston  have  contributed  a 
sum  agreed  on,  to  a  common  fund,  and  in  consider¬ 
ation  of  the  use  of  that  fund,  one  of  them,  the  Suf¬ 
folk,  undertakes  to  receive  all  bills  of  New  England 
banks  as  cash,  and  collect  them  from  the  country 
banks.  The  mode  of  doing  it  is  as  follows :  The 
country  banks  are  invited  to  keep  a  fund  in  deposit 
at  the  Suffolk  bank  for  the  redemption  of  their  bills. 
If  they  decline,  the  bills  are  sent  home  for  payment, 
in  which  case  nothing  but  a  legal  payment  in  coin 
will  be  received.  The  trouble  attending  this  mode 
of  payment,  soon  induces  the  bank  to  yield  to  its 
true  interest  and  keep  up  the  deposit,  since  it  can 
by  doing  so,  keep  a  larger  amount  of  bills  in  circula¬ 
tion  than  it  would  otherwise  be  safe  to  attempt. 
Under  this  system  the  whole  currency,  centering  at 
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Boston,  is  convertible  at  pleasure  into  legal  coin 
without  any  loss  whatever  —  a  state  of  things  which 
does  not  probably  exist  in  any  other  considerable  city. 

The  State  of  New  York  is  now  suffering  un- 
der  a  currency  of  country  bank  notes,  depreciated 
in  a  small  degree  from  being  payable  at  places 
where  the  money  is  not  generally  wanted.  It  is 
impossible  that  bank  notes  payable  at  Buffalo  can 
be  preferred  to  specie  in  the  city  of  New  York  ; 
but  it  will  be  perceived  at  once  that  bank  notes 
payable  in  the  city  of  New  York  will  be  preferred 
to  specie,  not  only  in  that  city,  but  in  Buffalo  also, 
and  throughout  the  whole  immense  region  of  which 
New  York  is  the  commercial  centre.  The  legisla¬ 
ture  of  New  York  have  attempted  a  partial  remedy 
to  this  evil,  by  compelling  the  country  banks  to  take 
up  their  notes  either  in  Albany,  or  the  city  of  New 
York,  at  a  discount  of  one  half  of  one  per  cent.  To 
be  a  complete  remedy  the  notes  must  be  made  pay¬ 
able  in  the  city  of  New  York  at  par.  Nothing  else 
will  make  the  currency  of  that  state  what  it  ought 
to  be. 

This  circulation  of  bank  notes  payable  at  incon¬ 
venient  places  is  common  to  most  of  the  commercial 
cities  in  a  greater  or  less  degree.  All  experience 
shows,  in  the  earlier  periods  of  banking,  a  tendency 
to  a  false  public  opinion  in  this  particular,  in  every 
community.  The  note  of  a  bank  considered  safe, 
situated  in  the  country,  is  thought  to  be  equally  en¬ 
titled  to  circulation  with  that  of  the  city  bank. 


12 


This  opinion  is  generally  sustained  by  a  powerful 
country  interest  in  favor  of  country  banks.  The 
true  ground  of  bank  circulation,  preference  over 
specie,  is  not  understood.  Shopkeepers  and  small 
dealers  think  it  better  to  raise  the  price  of  their 
goods  rather  than  turn  away  a  customer  who  offers 
them  any  bank  note.  The  class  of  money  brokers 
becomes  necessary  in  this  state  of  things,  and  is 
supported  out  of  this  false  state  of  the  currency. 
The  most  perfect  remedy  is  in  the  correct  on  of 
public  opinion,  which  would  induce  every  individ¬ 
ual  to  refuse  to  receive  as  money,  any  bank  note  not 
exchangeable  for  gold  or  silver  without  loss.  It  is 
in  the  power  of  the  banks,  however,  of  every  com¬ 
mercial  city,  to  regulate  its  currency.  By  receiv¬ 
ing  the  notes  of  country  banks  on  better  terms  than 
brokers  can  afford  to  do,  and  enforcing  payment 
rigorously,  they  can  make  it  for  the  interest  of  all 
sound  banks  to  make  an  arrangement  something 
like  the  Suffolk  system. 

Banks  are  highly  useful  institutions,  properly 
managed  and  properly  understood  ;  but,  like  other 
good  things,  they  are  liable  to  abuse.  Many  abuses 
are  sustained  by  erroneous  opinions  on  the  subject. 

To  be  useful,  a  bank  must  be  founded  on  solid 
capital.  The  object  must  be  the  useful  employ¬ 
ment  of  capital.  There  is  no  other  sufficient 
ground  of  assurance  that  the  money  will  be  paid 
when  wanted.  Banks  are  dealers  in  money.  They 
should  pay  their  notes  whenever  the  convenience  of 
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the  holder  leads  him  to  demand  payment,  with  the 
utmost  readiness.  They  should  leave  their  circula¬ 
tion  to  depend  on  its  true  basis,  a  preference,  and 
treat  a  preference  for  specie  with  the  same  courtesy 
as  one  for  notes.  It  is  true  that  a  bank  derives  a 
profit  from  its  circulation ;  but  the  bank  becomes 
an  abuse  whenever  it  opposes  any  obstacle  to  the 
ready  conversion  of  its  notes  or  credits  into  coin. 
That  obstacle  may  consist  in  viewing  the  party 
making  the  demand  in  an  unfriendly  light.  It  is 
not  uncommon  to  make  a  distinction  in  regard  to 
brokers.  It  is  sometimes  attempted  to  cast  an 
odium  upon  them  as  the  cause  of  the  inconvenient 
demands  made  upon  needy  banks.  All  this  is 
false.  There  is  little  employment  for  money  brok¬ 
ers  where  banking  is  in  a  sound  state.  Bad  bank¬ 
ing  and  depreciated  currencies  bring  brokers  into 
existence.  They  are  not  cause,  but  effect.  Their 
vocation  is  wholesome.  They  are  the  mere  agents 
of  the  public.  They  alleviate  evils  instead  of  cre¬ 
ating  them. 

o 


SUSPENSION  OF  PAYMENT. 

All  the  evils  of  bank  currency,  however,  are 
slight,  being  small  in  amount,  local  in  their  charac¬ 
ter,  or  temporary  in  their  operation,  compared  to  a 
suspension  of  specie  payments. 

This  is  the  evil  under  which  the  United  States 
are  now  suffering,  and  which  is  tolerated  by  public 
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opinion  to  an  extent  which  is  truly  alarming,  as  re¬ 
gards  the  future  character  of  our  currency. 

Suspension  of  specie  payments,  is  the  gentle  name 
applied  to  the  failure  or  refusal  to  perform  the  pro¬ 
mise  contained  on  the  face  of  a  bank  note;  gen¬ 
erally  accompanied  with  a  declaration  of  the  perfect 
ability  to  pay,  and  the  intention  to  do  so  at  some 
future  time.  Properly  viewed,  this  refusal  deprives 
the  bank  note  of  the  only  quality  which  gave  it 
circulation,  the  power  to  command  the  metallic 
money  which  it  purports  to  represent.  It  becomes 
simply  a  broken  promise,  and,  like  other  broken 
promises,  of  no  other  value  than  the  chance  that 
legal  coercion  may  compel  eventual  performance; 
or  that  the  refusal  may  relax  into  a  willingness  to 
pay  at  some  future  time.  It  will  be  seen  that  its 
character  has  become  totally  changed ;  that  instead 
of  possessing  the  original  principle  which  gave  it 
currency,  it  becomes  in  the  hand  of  each  possessor 
subject  to  all  the  fluctuations  which  belong  to  doubt¬ 
ful  and  uncertain  contingencies.  It  is  true,  that  a 
single  bank  taking  this  ground  will  not  be  sustain¬ 
ed —  it  is  a  failure  —  the  bank  cannot  choose  but 
break.  But  let  a  part  of  the  banks  of  one  of  our  com¬ 
mercial  cities  proclaim  this  intention,  all  the  others  fol¬ 
low,  and  the  public  submit,  not  only  without  a  mur¬ 
mur,  but  give  it  their  commendation.  The  State 
Legislatures  give  it  their  sanction,  almost  as  a  mat¬ 
ter  of  course.  The  example  is  considered  so  good, 
that  it  is  followed  by  acclamation,  and  sustained 
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by  the  general  voice.  Like  everything  else  in  this 
free  country,  it  is  public  opinion  which  establishes 
and  continues  this  state  of  things,  first  without  or 
against  law  —  afterward  the  law  is  made  to  bend  to 
this  opinion.  It  is  true,  all  affect  to  consider  a  con¬ 
dition  of  broken  promises,  and  a  depreciated  curren¬ 
cy,  as  an  evil,  but  it  is  acquiesced  in  at  once,  as  a  sort 
of  dispensation  of  Providence.  The  real  evil  is  in 
a  depraved  public  opinion,  which  tolerates  this  state 
of  things  at  all.  The  remedy  is  simple  —  but  perhaps 
not  very  easy  —  the  correction  of  this  public  opinion. 

It  would  not  perhaps  be  difficult  to  show  that  a 
suspension  of  payment  by  the  banks  ought  never  to 
be  tolerated  at  all ;  or  in  other  words,  bank  notes 
should  cease  to  perform  the  functions  of  currency 
after  they  have  lost  all  their  proper  attributes  ;  that 
the  evil  of  a  depreciated  paper  currency  is  a  greater 
evil  than  any  other  which  would  be  the  result  of 
maintaining  a  sound  currency  under  any  circum¬ 
stances.  Even  the  suspension  of  1837,  which  is 
generally  considered  to  have  been  inevitable,  and 
which  was  the  result  of  a  state  of  things,  which, 
reasoning  a  priori,  no  man  would  have  supposed  it 
possible  could  exist,  and  which,  it  is  to  be  hoped, 
never  will  exist  again  —  that  suspension  has  probably 
produced  greater  evils  upon  the  community,  consid¬ 
ered  in  all  its  bearings,  than  could  possibly  have 
resulted,  had  the  New  York  banks  determined  to 
continue  to  pay  specie  at  all  hazards.1 


1  See  Appendix  A. 
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Without  however  going  into  the  consideration  of 
this  question,  there  can  be  no  hesitation  in  maintain¬ 
ing  the  proposition,  that  under  no  circumstances 
should  a  suspension  be  tolerated  but  for  an  exceed¬ 
ingly  short  period  —  a  few  months  perhaps,  never  so 
long  as  a  year. 

Money  or  currency  is  an  instrument  of  the  first 
necessity  to  a  nation.  No  trade  or  commerce  can 
be  carried  on  without  it.  A  nation  using  a  currency 
wholly  metallic  may  feel  a  scarcity  of  money,  but 
cannot  be  drained  of  it,  any  more  than  a  mechanic 
can  be  made  to  part  with  the  tools  necessary  to 
carry  on  his  daily  business.  Overtrade  may  take 
place  in  such  a  community  —  and  excessive  impor¬ 
tation  of  foreign  commodities  may  cause  an  export¬ 
ation  of  the  precious  metals,  to  a  degree  of  incon¬ 
venience.  The  scarcity  of  money  resulting  from  such 
exportation  reduces  prices,  the  effect  of  which  is  to 
check  importation,  and  promote  the  exportation  of 
all  commodities,  and  thus  the  evil  soon  cures  itself, 
by  the  return  of  the  coin  necessary  to  its  trade.  No 
other  considerable  importation  will  take  place  until 
it  has  in  this  way  recovered  what  is  of  all  things 
most  important  to  it,  its  tools  of  trade. 

Precisely  the  same  thing  takes  place  under  a  well 
regulated  bank  currency.  It  seems  to  be  the  opin¬ 
ion  of  the  best  writers  on  the  subject,  that  the  most 
perfect  bank  circulation  would  be  one  which  should 
be  precisely  equal  in  amount  to  what  the  circula¬ 
tion  of  the  same  country  would  be  in  the  precious 
metals,  were  no  other  circulation  permitted. 
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The  great  evil  of  the  modern  system  of  banking 
is  the  great  fluctuation  which  it  is  liable  to  produce 
in  the  quantity  of  the  circulating  medium.  This  is 
easily  understood.  Bank  notes  being,  as  already 
shown,  preferable  for  common  uses  to  coin,  and  cost¬ 
ing  nothing  to  make  ;  the  process  of  increasing  the 
circulating  medium  is  very  easy,  and  is  certain  to  go 
on  until  it  meets  the  necessary  check  in  a  demand 
for  payment.  This  check  the  individual  bank  will 
receive  in  its  exchanges  with  other  banks.  How¬ 
ever  individuals  may  in  their  transactions  consider 
a  bank  note  as  money,  the  banks  themselves  take  a 
different  view  of  the  matter.  A  bank  balance  can 
only  be  paid  in  coin.  Here  is  a  check  upon  an  in¬ 
dividual  bank ;  but  suppose  all  the  banks  expand 
simultaneously,  or  nearly  so,  which  is  very  apt  to  be 
the  case,  this  check  ceases  to  operate. 

In  the  same  way  an  expansion  in  one  of  the  cities  . 
may  be  checked  in  consequence  of  balances  being  cre¬ 
ated  against  it,  and  being  demanded  in  specie.  But 
suppose  the  cities  all  expand  at  the  same  time,  and 
there  is  a  powerful  sympathy  between  them,  the 
check  is  only  to  be  found  in  the  rise  of  the  foreign 
exchanges  to  a  point  which  induces  the  exportation 
of  specie.  This  foreign  export  of  specie  is  in  fact 
the  only  check  to  redundancy,  to  excess,  in  bank 
circulation. 

An  expansion  of  the  currency  tends  to  an  ad¬ 
vance  of  prices  —  excites  commercial  enterprize, 
and  Anally  speculation  and  over-trade.  High  prices 
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encourage  importation  and  discourage  exportation,  a 
rise  in  the  foreign  exchanges  follows,  which  causes 
an  export  of  specie,  which  acts  as  a  proper  correc¬ 
tive  by  compelling  the  banks  to  call  in  a  portion  of 
their  issues.  This  is  done  by  lessening  or  suspend¬ 
ing  their  usual  discounts.  Here  is  action  and  reac¬ 
tion,  very  beautiful,  and  all  very  agreeable  to  the 
public,  except  the  last  part  of  the  process.  A  con¬ 
traction  ol  the  currency,  causes  a  pressure  on  the 
money  market  —  reduces  prices  —  paralyzes  trade 
—  brings  out  failures.  This  is  all  very  disagreeable. 
It  makes  what  is  called  hard  times.  But  in  fact  it 
is  always  the  return  from  a  false  position  to  a  true 
one.  It  is  never  necessary  to  diminish  a  currency 
which  has  no)  been  redundant.  The  violence  of  the 
pressure  is  in  proportion  to  the  extent  of  the  over¬ 
trade  ;  and  generally  the  more  violent  the  pressure 
t  he  shorter  the  period. 

A  suspension  of  payment  by  the  banks,  is  the  al¬ 
ternative  presented  in  order  to  avoid  the  pressure 
attending  the  contraction  of  the  currency,  to  the  de¬ 
gree  necessary  to  stop  the  efflux  of  coin.  But  this 
pressure  is  working  the  cure  of  the  body  politic  labor¬ 
ing  under  disease  —  the  disease  is  an  excess  of  bank 
circulation,  producing  overtrade,  inflated  and  unnatu¬ 
ral  prices.  The  cure  is  contraction,  producing  a  dis¬ 
tress  for  money,  a  reduction  of  prices,  perhaps  failures. 
Suspension  is  no  cure  ;  it  is  merely  postponement. 
It  may  be  considered  an  opiate ,  which,  if  justifiable 
at  all,  can  only  be  justifiable  where  the  paroxysms 
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are  so  violent  as  to  endanger  life.  There  can  be 
no  wholesome  action,  until  the  purity  of  the  circu¬ 
lation  is  restored.  There  is  no  escape  from  this 
necessity.  It  is  after  all  a  question  of  time.  Is  it 
better  to  be  a  long  time  ill  with  a  lingering  disease, 
or  to  submit  to  a  painful  remedy  for  immediate  re¬ 
lief?  Here  lies  the  essential  error  in  the  case  — the 
idea  that  suspension  may  be  considered  a  remedy,  a 
real  relief  —  whereas  it  is  almost  sure  to  complicate 
the  mischief.  A  continued  suspension  is  sure  to 
end  in  a  violent  convulsion. 

But  perhaps  the  worst  part  of  suspension  is  its 
moral  effect  on  the  community.  Banks  are  estab¬ 
lished  as  models  of  punctuality  and  honorable  deal¬ 
ing  ;  their  notes  have  obtained  circulation  on  the 
ground  that  the  promise  to  furnish  the  coin  on  de¬ 
mand  was  of  the  most  sacred  character.  They  have 
become  the  depositories  of  the  money  of  the  com¬ 
munity,  under  the  most  solemn  pledge  that  it  should 
be  forthcoming  on  demand.  The  directors  of  banks 
are  selected  from  those  of  the  highest  standing  in 
the  mercantile  community  —  their  obligation  to 
carry  out  the  provisions  of  the  charter,  and  to  fulfil 
the  contracts  made  under  it,  would  seem  to  be  of 
the  highest  and  most  binding  character.  They  are 
in  fact  the  trustees  of  the  stockholders  and  deposi¬ 
tors,  selected  for  this  very  purpose.  It  is  difficult  to 
perceive  how  honorable  men,  holding  the  office  of 
bank  directors,  can  reconcile  a  continued  suspension 
to  their  sense  of  moral  obligation. 
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The  effect  of  a  suspension  of  the  banks  is  imme¬ 
diately  apparent  in  its  effect  upon  the  moral  sense 
of  the  community,  as  regards  the  obligation  of  con¬ 
tracts.  The  breach  of  contract  by  the  banks  is  al¬ 
leged  as  a  sufficient  apology  for  the  breach  of  con¬ 
tract  by  individuals,  and  is  generally  received  as  a 
sufficient  justification.  The  broken  promise  of  a 
bank  is  offered  and  received  as  the  only  alternative 
on  all  contracts  falling  due.  The  grossest  injustice 
is  thus  inflicted,  which  lias  no  palliation  but  its  uni¬ 
versality.  A.  submits  to  receive  a  depreciated  cur¬ 
rency,  because  he  can  practise  the  same  injustice 
upon  11.  The  rights  of  creditors  are  sacrificed  to 
the  convenience  of  debtors. 

A  continued  suspension  commits  a  double  in¬ 
justice.  The  true  value  of  a  non-convertible  paper 
currency,  is  accurately  measured  by  its  specie  value 
in  the  market.  Prices  soon  conform  themselves  to 
this  unerring  standard.  A  contract,  therefore,  found¬ 
ed  upon  a  scale  of  prices  under  a  depreciated  curren¬ 
cy,  and  executed  in  a  purer  currency,  operates  with 
equal  injustice  upon  the  debtor.  It  is  probably  for  this 
reason,  that  a  currency  greatly  depreciated  is  rare¬ 
ly  restored,  but  generally  goes  on  from  bad  to  worse. 

An  admirable  illustration  of  this  is  afforded  in  the 
currency  of  Buenos  Ayres,  where  a  bank  was  estab¬ 
lished,  issuing  notes  as  the  representative  of  Spanish 
dollars.  About  the  year  1820,  this  currency  depre¬ 
ciated  very  rapidly,  and  settled  down  at  about  14 
cents  the  dollar.  At  the  last  dates,  the  exchange 
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on  London  was  at  2  l-4r/.  sterling,  equal  to  4  1-2 
cents  to  the  dollar.  It  was  considerably  lower  during 
the  blockade.  Can  any  one  suppose  that  such  a  cur¬ 
rency  will  ever  be  restored  ?  Even  this,  however, 
has  been  outdone  by  some  of  the  banks  of  Mississippi, 
where  what  was  considered  good  currency  one  day, 
has,  like  Jonah’s  gourd,  withered  entirely  in  course 
of  the  night. 

There  is  no  greater  error  than  the  supposition 
that  a  depreciated  currency  will,  in  time,  cure  itself. 
A  redundant  currency  first  shows  itself  in  the  rates 
of  exchange  with  other  places.  These  rise  so  high 
as  to  make  coin  the  cheapest  and  most  desirable 
remittance.  The  banks  are  called  on  to  furnish 
this  coin.  It  is  then  common  to  attribute  the  diffi¬ 
culty  to  an  unfavorable  balance  of  trade.  Suspen¬ 
sion  ensues.  The  rate  of  exchange  with  places 
possessing  a  specie  currency  is  a  certain  indication 
of  the  rate  of  depreciation.  But  there  are  those 
who  will  attribute  all  to  an  unfavorable  balance  of 
trade. 

This  is  the  state  of  public  opinion  in  Philadel¬ 
phia  at  the  present  time.  They  find  the  balance  of 
trade  continue  unaccountably  against  them  with 
New  York  and  Boston,  and  consider  it  impossible 
for  the  banks  to  resume  until  a  change  takes  place 
in  their  trade.  The  real  difficulty  lies  in  the  ex¬ 
cess  of  their  currency.  A  contraction  of  their 
currency  is  the  only  remedy :  let  them  reduce  their 
currency  to  the  specie  standard,  they  will  find  the 
exchange  with  New  York  come  to  par  at  once.  It 
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may,  in  fact,  be  necessary  for  them  to  reduce  it  so 
far  as  to  turn  the  exchange  in  their  favor,  so  as  to 
bring  specie  from  New  York.  This  is  their  only  al¬ 
ternative,  in  case  the  quantity  in  the  city  is  inadequate 
to  sustain  resumption.  There  can  be  no  doubt  that 
Philadelphia  is  mistaking  her  true  interest  by  post¬ 
poning  this  process.  There  can  be  no  wholesome 
sound  trade  under  a  depreciated  currency.  The 
restoration  can  as  easily  be  made  in  two  months  as 
two  years.  Contraction  must  be  made,  and  the 
sooner  the  better. 

It  is  not  to  be  disguised  that  Philadelphia  has 
been  under  the  influence  of  false  opinions  on  the 
subject  ot  currency,  since  the  suspension  of  1837. 
These  may  probably  be  attributed  to  the  influence 
acquired  by  Mr.  Biddle  on  this  subject.  His  elab¬ 
orate  letter  to  John  Quincy  Adams,  of  April  5, 
1838,  placed  the  matter  of  suspension  on  a  new 
ground,  and  one  wholly  unjustifiable.  Instead  of 
being  put  on  the  ground  of  inevitable  and  tempo¬ 
rary  necessity,  it  was  defended  as  a  measure  of  ex¬ 
pediency,  and  to  be  continued  indefinitely,  until  the 
happening  of  contingencies  over  which  the  banks 
had  no  control.  It  announced  distinctly  that  the 
banks  should  not  resume  until  a  change  took  place 
in  the  administration  of  the  general  government. 
It  also  announced,  in  language  not  to  be  misunder¬ 
stood,  that  no  resumption  should  take  place  until 
the  United  States  Bank  was  restored  as  the  fiscal 
agent  of  the  government.1 

!  See  Appendix,  B. 
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It  announced  principles  as  false  in  political  econ¬ 
omy  as  its  whole  character  was  objectionable  on  the 
score  of  mercantile  morality.  Such  was  the  influ¬ 
ence  which  Mr.  Biddle  had  unfortunately  acquired 
in  Philadelphia,  that  his  views,  so  speciously  put 
forth,  were  adopted  in  that  city  without  hesitation, 
and  have  continued  to  control  their  operations  to  the 
present  time. 

Fortunately,  Mr.  Biddle  was  unsuccessful  in  the 
principal  object  of  his  letter,  that  of  preventing  the 
New  York  Banks  from  resuming.  A  small  but 
determined  party  in  New  York,  with  Mr.  Gallatin 
at  their  head,  viewed  the  suspension  in  its  true 
light  —  a  state  of  disgrace  and  reproach,  in  which 
there  could  be  no  wholesome  revival  of  trade,  and 
not  to  be  tolerated  beyond  the  year  granted  by  the 
legislature.  New  York  resumed  triumphantly  in 
May,  1838.  Boston  followed  her  example.  Mr. 
Biddle  was  driven  by  the  force  of  public  opinion 
from  the  ground  he  had  taken.  With  a  very  bad 
grace  he  changed  his  position  in  July,  and  the  Phi¬ 
ladelphia  banks  resumed  their  proper  functions. 
The  banks  of  the  south  and  west,  with  a  few  ex¬ 
ceptions,  resumed  their  payments  soon  after,  and 
the  trade  of  the  country  revived  to  an  extent  and 
degree  which  left  nothing  to  regret,  but  an  appre¬ 
hension  that  we  were  going  too  fast.  This  was 
too  true.  The  efforts  of  the  United  States  Bank 
to  bolster  up  an  artificial  credit,  in  order  to  cover  its 
own  weakness,  produced  an  expansion  of  the  cur- 
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rency  which,  in  its  reaction,  caused  a  considerable 
pressure  on  the  money  market.  This  soon  showed 
the  weakness  of  that  institution,  which  again  sus¬ 
pended  in  October,  1839.  The  other  banks 
of  Philadelphia  follow  without  hesitation.  Balti¬ 
more  and  the  west,  as  a  matter  of  course.  New 
York  and  Boston  stand  firm  and  thus  preserve  a 
sound  currency  to  one  half  the  Union,  whilst  the 
other  half  is  given  up  to  shin-plasters  and  depre¬ 
ciation. 

At  length  the  United  States  Bank  changes  its 
ground.  Mr.  Biddle’s  prophecy  that  a  continued 
suspension  would  not  injure  the  credit  of  the  coun¬ 
try  abroad,  is  not  realized  ;  Mr.  Jaudon,  the  London 
agent,  finds  that  the  bank  cannot  sell  its  American 
stocks,  or  borrow  money  upon  them  much  longer, 
without  a  restoration  of  the  currency,  l  ie  makes  a 
voyage  to  America  for  the  purpose  of  bringing  about 
a  resumption.  Alter  effecting  a  new  loan  of  five 
millions  of  dollars  on  this  side  the  water,  and  of  four 
millions  in  Europe,  the  bank  attempts  to  pay  its 
debts  on  the  15th  January  last.  But  such  had  been 
the  inconceivable  mismanagement  of  that  institu¬ 
tion,  that  after  twenty  days  trial  it  broke  down  in 
inevitable  and  hopeless  bankruptcy.  Again  the 
Philadelphia  banks  follow  suit,  without  giving  the 
attempt  to  stand  alone  a  fair  trial.  Baltimore  had 
become  so  imbued  with  the  Philadelphia  doctrine  of 
the  advantages  of  non-payment,  that  for  a  few  days 
after  the  resumption  in  January  she  hesitates  about 
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fulfilling  her  pledge  of  resuming  with  Philadelphia. 
She  of  course  went  back  into  a  state  suspension 
with  perfect  delight.  She  likes  Mr.  Biddle’s  “  re¬ 
pose .” 

The  question  now  arises,  what  is  to  be  done  ? 
How  is  the  currency  to  be  restored  ?  The  answer 
is  simple  and  easy.  Abandon  your  false  theories. 
Philadelphia  and  New  York  have  stood  in  opposi¬ 
tion,  as  the  representatives  of  antagonist  opinions. 
New  York  and  the  North  have  gone  for  immediate 
resumption,  with  a  present  sacrifice,  and  a  bank  cur¬ 
rency  convertible  into  coin  on  demand.  This  por¬ 
tion  of  the  country  finds  no  difficulty  in  its  present 
position.  It  enjoys  a  sound  currency,  and  no  scar¬ 
city  of  it.  There  is  no  want  of  confidence  where 
it  ought  to  exist.  Its  internal  trade  is  in  a  healthy 
and  natural  state.  All  is  well. 

On  the  other  hand,  with  Philadelphia,  the  South 
and  West  have  gone  for  indefinite  suspension  ;  they 
have  preferred  present  ease  with  an  inconvertible 
paper  currency.  The  inevitable  results  of  a  depre¬ 
ciated  currency  have  followed.  The  destruction  of 
all  general  credit  —  the  disgrace  of  broken  faith  — 
universal  distrust.  The  remedy  lies  in  retracing 
their  steps.  Let  the  solvent  banks  of  Philadelphia, 
decide  at  once  to  receive  nothing  which  is  not  equiv¬ 
alent  to  gold  and  silver  ;  to  have  nothing  to  do  with 
certificates  of  deposit  or  any  other  moonshine ;  to 
reduce  their  liabilities  steadily  and  manfully,  until 
they  become  as  scarce  and  as  valuable  as  coin. 
4 


Under  this  course  resumption  will  come  of  itself 
within  sixty  days.  We  have  a  light  to  expect  this 
course  from  the  banks  of  Philadelphia.  They  have 
been  ihe  victims  of  Mr.  Biddle’s  false  theories  long 
enough.  The  late  astounding  disclosures  connected 
with  the  United  States  Bank,  have  sufficiently  ac¬ 
counted  for  the  opinions  put  forth  by  him,  evidently  to 
cover  the  weakness  of  the  bank.  They  are  now  free 
from  the  incubus  of  that  institution.  Instead  of  ap¬ 
peals  to  the  Legislature  for  relief  laws,  or  praying  to 
Hercules  Porter,  to  withhold  his  veto,  let  them  put 
their  shoulders  to  the  wheel,  and  they  will  soon  bring 
their  wagon  out  of  the  mire.  It  is  in  fact  believed, 
that  a  decided  change  in  public  opinion  has  taken 
place  in  Philadelphia  within  the  last  few  months, 
and  that  a  speedy  resumption  maybe  calculated  on. 
Let  her  banks  beware  how  they  involve  themselves 
in  the  embarrassments  of  the  State  of  Pennsylvania; 
this  partnership  in  insolvency  will  prove  of  all  things 
most  ruinous  to  the  credit  of  both. 

The  Baltimore  banks  appear  generally  to  be  in 
a  condition  to  resume  with  little  contraction  ;  but  the 
city  of  Baltimore  will  suffer  severely  in  the  with¬ 
drawal  ol  the  small  notes  of  the  rail  road  company, 
convertible  only  into  a  stock  depreciated  some  15 
or  20  per  cent  below  specie.  The  issuing  such  a 
currency  in  so  large  quantity  was  a  great  mistake, 
as  it  will  throw  a  heavy  loss  on  people  little  able  to 
bear  it,  but  very  able  to  clamor,  as  they  will  have 
just  cause  to  do.  As  the  South  and  West  have 
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gone  with  Philadelphia  in  suspension  they  will  pro¬ 
bably  not  be  long  in  following  her  example  in  re¬ 
sumption. 

One  of  the  fallacies  put  forth  has  been  that  no 
resumption  ought  to  be  attempted  in  the  atlantic 
cities,  until  a  simultaneous  resumption  could  be  made 
throughout  the  whole  country.  This  is  a  very  con¬ 
venient  doctrine  in  favor  of  delay,  but  wholly  un¬ 
sound  in  fact.  Every  centre  of  trade  can  establish 
and  maintain  a  sound  currency  for  itself,  if  it  choose 
to  do  so.  The  effect,  instead  of  taking  specie  from 
it,  is  to  bring  specie  into  it  from  the  suspended  dis¬ 
tricts  where  it  is  not  in  use.  This  was  fully  proved 
in  Boston,  and  the  circle  of  circulation  controlled  by 
it,  during  the  suspension  of  1814,  15,  and  16.1 

We  must  not  expect  to  see  a  sound  currency  es¬ 
tablished  at  once,  in  all  parts  of  the  United  States, 
under  any  circumstances.  It  is  only  by  degrees 
that  a  depreciated  currency  will  work  its  own  cure, 
by  the  bankruptcy  of  one  bad  concern  after  another. 
There  are  no  doubt  many  banks  which  never  can 
resume,  but  which  will  for  some  time  struggle  on 
to  maintain  a  currency,  and  finally  sink  into  bank¬ 
ruptcy. 

New  Orleans  has  no  apology  for  non-resumption, 
but  that  her  banks  think  it  more  convenient  and  pro¬ 
fitable  than  a  sounder  currency,  and  the  public  choose 
to  submit  to  it.  It  is  absurd  to  suppose  that  a  city 
in  which  the  article  of  cotton  alone  is  annually  sold 


!  See  Appendix,  C. 
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to  the  value  of  thirty  millions  of  dollars,  for  cash  on 
delivery,  or  short  bills  on  New  York  and  London, 
cannot  maintain  a  sound  currency.  The  difficulty 
lies  rather  in  finding  any  apology  for  continued  sus¬ 
pension. 


A  NATIONAL  BANK. 

The  existence  or  non-existence  of  a  national  bank, 
has  been  so  mingled  with  the  contests  of  the  political 
parties  into  which  the  country  has  been  divided,  that 
the  attempt  to  discuss  it  on  its  own  merits,  without 
reference  to  its  political  bearing,  may  be  considered 
rash  if  not  visionary.  Yet  it  involves  questions  of 
political  economy  of  the  most  difficult  and  abstruse 
nature,  which  can  be  little  and  imperfectly  under¬ 
stood  by  the  masses  of  the  community.  General 
Jackson  made  this  question  the  symbol  of  party. 
The  consequence  has  been,  that  for  nearly  ten  years 
the  mercantile  business  of  the  country  has  been 
agitated,  and  sometimes  paralyzed,  by  the  connection 
of  banking  operations  with  the  struggles  of  party. 
It  is  to  be  hoped  that  this  unholy  union  will  cease, 
and  that  the  question  of  establishing  a  national  bank 
and  the  character  of  it,  will  be  discussed  on  its  own 
merits  as  a  nice  and  difficult  question,  which  it  cer¬ 
tainly  is.  At  any  rate  it  is  in  this  view  of  it  that 
it  will  be  here  presented. 

That  a  national  bank  is  so  convenient  as  to  be  all 
but  essential  to  the  collection,  safe  keeping,  and  dis- 
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bursement  of  the  revenue,  the  writer  can  have  no 
doubt.  On  this  point  theory  and  experience  coin¬ 
cide.  There  can  be  no  doubt  that  a  bank,  as  fiscal 
agent  of  the  treasury,  can  receive  and  distribute  the 
moneys  of  the  government,  with  more  safety  and  ease 
than  any  other  instrument  or  agency  which  can  be 
devised.  This  is  also  undoubtedly  its  strongest  con- 
stitutional  basis.  To  afford  proper  security  the 
bank  must  possess  a  certain  amount  of  capital.  For 
this  purpose  perhaps  the  least  sum  which  it  would 
be  prudent  to  fix  on,  is  ten  millions  of  dollars.  To 
such  a  bank,  there  would  seem  to  be  no  reasonable 
objection. 

Another  ground  pu-t  forward  in  favor  of  a  national 
bank,  embraced  by  a  large  portion  of  the  community, 
is  its  necessity  as  a  regulator  of  the  currency.  For 
this  purpose  a  large,  a  magnificent  bank  is  wanted, 
a  bank  with  a  capital  of  fifty  or  one  hundred  millions 
of  dollars.  To  such  a  bank  there  are  decided  objec¬ 
tions.  As  a  regulator  of  the  currency  it  is  of  doubt¬ 
ful  utility.  Banks  issuing  paper  currency  are  estab¬ 
lished  by  the  authority  of  the  different  States.  They 
furnish  a  currency  having  no  legal  character,  but 
having  a  conventional  circulation  arising  from  its  con¬ 
venience.  These  banks  are  good  or  bad  institutions, 
according  to  their  management.  A  bank  which 
fulfils  its  promises  by  paying  its  notes  on  demand, 
readily  and  cheerfully,  and  furnishing  capital  to 
those  who  need  it,  is  a  good ;  but  a  bank 
which  asks  for  credit,  whilst  it  belies  its  own  pro- 


'mises,  sets  an  example  injurious  to  all  sound  morals* 
and  is  a  great  evil.  But  the  fault  lies  in  the  com¬ 
munity  which  tolerates  such  an  abuse.  Public 
opinion  should  prescribe  the  remedy.  It  is  a  mel¬ 
ancholy  lact.  that  there  is  little  security  for  the  good 
conduct  of  banks,  but  in  the  power  of  coercion  by 
law.  It  was  legal  coercion  which  brought  the 
country  banks  of  New  England  to  a  sense  of  their 
duty  in  1808,  when  they  had  introduced  a  system 
ol  evasion  or  delay  of  payment  of  their  notes.  It 
is  the  penalty  ol  two  per  cent,  a  month,  enacted  in 
1810,  which  has  insured  their  punctuality  since 
that  time.  It  is  not  too  much  to  say  that  it  was 
the  legal  penalty  of  forfeiture  of  charter,  and  the  be¬ 
lie!  that  the  law  could  not  be  changed,  which  se¬ 
cured  the  resumption  in  New  York,  in  1838.  It  is 
owing  to  the  unreasonable  relaxation  of  the  laws  in 
Pennsylvania  that  Philadelphia  is  still  suffering  un¬ 
der  a  depreciated  currency.  When  public  opinion 
relaxes  this  power  of  coercion,  under  the  influence 
ol  the  debtor  portion  of  the  community,  giving 
the  banks  a  sort  of  immunity,  it  is  certainly  a  bad 
state  of  things.  This  is  our  present  state.  But 
the  evil  will  work  its  own  cure.  A  national  bank 
has  no  direct  power  of  coercion.  It  can  only  act 
by  moral  force  —  the  force  of  a  good  example  — 
upon  public  opinion.  With  a  correct  public  opin¬ 
ion,  it  is  wholly  unnecessary. 

The  chief  argument  in  favor  of  the  necessity  of 
a  national  bank,  as  a  regulator  of  the  currency,  is 
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drawn  from  the  facts  that  the  suspension  of  specie 
payments,  in  1814,  took  place  after  the  expiration  of 
the  charter  of  the  first  bank,  and  that  a  specie  cur¬ 
rency  was  not  restored  until  the  establishment  of  a 
new  bank,  which  went  into  operation  in  1817. 
The  power  of  the  bank  in  this  restoration  is  much 
overrated.  The  suspension  of  the  banks  in  Sep¬ 
tember,  1814,  was  in  consequence  of  the  advances 
made  to  government  on  loans  and  treasury  notes, 
by  the  banks  of  the  cities  south  of  New  England. 
These  securities  suffered  a  great  depreciation,  in 
consequence  of  no  provision  being  made  for  a  reve¬ 
nue  to  pay  the  interest,  and  to  meet  the  great  ex¬ 
penditures  caused  by  the  war.  Boston  and  New 
England  took  no  part  in  this  suspension,  having 
taken  but  sparingly  of  the  government  loans,  partly, 
originally,  on  account  of  not  approving  the  war,  but 
chiefly  as  a  matter  of  calculation,  because  there  was 
no  adequate  provision  for  the  payment  of  the  inter¬ 
est.  It  is  a  gratuitous  assumption,  that  there 
would  have  been  no  suspension  had  a  national  bank 
been  in  existence  at  that  time.  On  the  contrary, 
it  is  but  fair  to  presume  that  such  an  institution, 
acting  in  sympathy  with  the  necessities  of  the  gov¬ 
ernment,  would  have  been  the  first  to  propose  it. 
The  government  made  no  objection  to  the  suspen¬ 
sion  of  1814;  on  the  contrary,  it  received  every¬ 
where  the  depreciated  currency  of  the  local  banks, 
and  gave  credit  and  support  to  the  system. 

Fortunately,  peace  came  in  February,  1815. 
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With  the  peace,  the  credit  of  the  government  re¬ 
vived  at  once.  The  immediate  restoration  of  the 
currency  was  universally  expected.  New  York  cur¬ 
rency  rose  to  within  two  per  cent  of  specie.  It 
was  the  fault  of  Mr.  Dallas,  then  Secretary  of  the 
Treasury,  that  resumption  did  not  then  take  place. 
He  refused  to  execute  the  laws  passed  by  Congress 
for  that,  express  purpose.  The  immediate  obstacle  to 
the  restoration  of  the  currency  in  New  York,  Phila¬ 
delphia  and  Baltimore,  was  the  large  amount  of 
treasury  notes  held  by  the  banks  of  those  cities, 
many  of  them  past  due.  The  session  of  Congress 
expired  on  the  4th  of  March ;  but,  in  the  short  in¬ 
terval  after  the  knowledge  of  the  peace,  a  law  was 
passed,  authorizing  a  loan  to  the  amount  of  twelve 
millions  of  dollars,  with  a  view  to  restore  the  credit 
of  the  government,  and  the  character  of  the  cur¬ 
rency.  The  law  was  sufficient,  but  its  execution 
Avas  entrusted  to  Mr.  Dallas,  and,  instead  of  exe¬ 
cuting  it  in  its  proper  spirit,  bjr  negotiating  the  loan 
in  the  legal  currency,  he  gave  a  new  impetus  to  the 
issues  of  inconvertible  paper,  by  receiving  them  in 
payment  of  stock,  and  passing  them  off  as  the 
only  payment  which  would  be  made  to  the  public 
creditors.1 

The  fact  is,  Mr.  Dallas  was  at  that  time  a  paper 
money  man.  An  immense  importation  took  place 
immediately  after  the  peace.  A  great  expansion  of 
the  banks  in  the  south  and  Avest  followed.  The 
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enormous  amount  of  thirty-six  millions  of  dollars 
was  paid  into  the  treasury  in  the  year  1816,  arising 
from  duties  alone.  The  golden  opportunity  for  re¬ 
sumption  had  been  allowed  to  pass  by.  The  paper 
of  Philadelphia  fell  to  twenty  per  cent  discount. 
The  government  and  the  banks  were  involved  as 
partners  in  all  the  enjoyments  of  a  paper  currency 
greatly  depreciated. 

At  length  the  system  would  work  no  longer.  In 
this  dilemma,  the  late  Bank  of  the  United  States 
was  chartered,  with  a  large  capital,  made  up 
chiefly  of  government  stocks.  There  is  no  doubt 
that  the  establishment  of  this  bank  had  some  effect 
in  the  restoration  of  the  currency ;  but  those  who 
have  a  distinct  recollection,  or  will  study  into  the 
monied  operations  of  that  period,  will  make  large 
deductions  from  the  popular  impression,  that  the 
establishment  of  that  bank  was  an  immediate  and 
universal  panacea.  The  truth  is,  the  bank  went 
into  operation  on  false  principles.  It  undertook  to 
bolster  up  the  fictitious  paper  money  prices  of  1816. 
It  imported  specie  at  a  great  loss,1  which  could  not 
be  made  to  stay  in  the  bank  or  the  country  in  com¬ 
pany  with  a  currency  so  inflated.  The  whole  sys¬ 
tem  broke  down  in  1819,  when  Mr.  Cheves  was 
called  to  the  administration  of  the  bank,  by  whose 
energy  it  was  barely  saved  from  stopping  payment. 

1  Specie  imported  by  the  bank,  July,  1S17,  to  December,  1818, 
$7,311,000  ;  loss,  $525,297,  or  7  1-2  per  cent. 
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The  restoration  of  the  currency  then  took  place  ; 
but  not  without  producing  a  degree  of  pecuniary 
distress  which  has  had  no  parallel  since.1 

Another  argument  much  dwelt  on  in  favor  of  a 
large  national  bank,  is  its  necessity  to  equalize  the 
exchanges.  There  is  not  much  in  this.  There  is 

o 

no  difficulty  with  the  exchanges  where  the  banks 
pay  specie.  There  lies  the  whole  difficulty.  Let 
that  be  reformed,  and  there  will  be  no  complaint  on 
that  score.  The  exchanges  soon  regulate  them¬ 
selves  where  the  currency  is  uniform,  as  is  the  legal 
currency  of  the  United  States.  A  large  bank,  with 
many  branches,  can  manage  the  exchanges  with 
more  profit  to  itself  \  perhaps,  than  the  local  banks 
can  do.  The  late  United  States  Bank  took  care  to 
charge  the  highest  rates  for  exchange  which  the  al¬ 
ternative  of  transporting  specie  would  admit.  For 
several  years  the  exchange  at  New  Orleans  on 
northern  bills  was  kept  so  high,  that  considerable 
shipments  of  specie  were  made  from  Boston  and 
New  York  for  the  purchase  of  cotton.  The  change 
in  our  laws,  which  has  made  gold  the  basis  of  our 
currency,  will  have  a  most  salutary  effect  in  lessen¬ 
ing  the  rates  of  exchange,  whenever  the  banks  re¬ 
sume  their  proper  functions.  The  effect  is  already 
quite  apparent  on  the  exchanges  between  Boston 
and  New  York.  Gold  is  constantly  transported  from 
one  city  to  the  other  before  the  exchange  can  rise 
to  a  quarter  of  one  per  cent,  which  is  consequently 
1  See  Appendix,  E. 
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the  maximum  rate.  When  the  banks  paid  out  sil¬ 
ver,  transportation  would  hardly  be  attempted  with 
an  exchange  below  one  per  cent. 

Another  argument  in  favor  of  a  great  bank  is, 
that  it  may  furnish  a  paper  medium  which  will  cir¬ 
culate  throughout  the  whole  United  States.  Its 
importance,  in  this  respect,  is  greatly  overrated. 
A  credit  in  New  York,  the  central  city,  or  a 
bank  note  payable  in  New  York,  will  be  more 
valuable  than  specie  throughout  the  whole  interior. 
Such  notes,  of  known  credit,  will  make  their  ap¬ 
pearance  whenever  the  people  choose  to  pay  for 
them.  It  is  a  curious  fact,  that  the  general  curren¬ 
cy  of  United  States  Bank  notes,  in  consequence  of 
their  being  receivable  everywhere  in  payments  to 
the  government,  was  considered  a  great  evil  both 
by  the  bank  and  the  community.  For  six  years  the 
bank  was  petitioning  Congress  for  an  alteration  of 
their  charter,  so  that  the  notes  of  the  bank  should 
only  be  received  for  payments  to  the  government 
at  the  offices  where  the  notes  Avere  payable  ;  and  in 
February,  1823,  a  committee  of  the  house  of  rep¬ 
resentatives  reported  in  favor  of  bringing  in  such  a 
bill.1  It  is  true  that  such  an  application  Avas  the 
result  of  false  vieAVS  of  banking,  but  is  a  proof  of  the 
uncertainty  of  public  opinion  as  to  the  true  rem¬ 
edy  for  a  disordered  currency.  During  all  this  pe¬ 
riod,  the  country  Avas  working  itself  free  from  the 
disorders  arising  out  of  the  suspension  of  1814,  15, 

1  See  Appendix,  F. 
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and  1 6,  and  it  may  be  questioned  whether  the  pe¬ 
riod  of  correction  was  hastened  by  the  operations 
of  the  United  Stares  Bank. 

It  is  not  to  be  concealed  that  there  are  serious 
objections  to  the  establishment  of  a  bank  of  the 
magnitude  and  power  necessary  to  t lie  regulation  of 
the  currency.  In  the  first  place,  such  a  power  is 
wholly  contrary  to  the  spirit  of  our  institutions, 
which  are  founded  upon  the  principle  of  free  com¬ 
petition  ;  of  action  and  reaction  amongst  equals. 
A  great  central  power,  independent  of  the  general 
or  state  governments,  is  an  anomaly  in  our  system. 
Such  a  power  over  the  currency  is  the  most  tremen¬ 
dous  which  can  be  established.  Without  the  assur¬ 
ance  that  it  will  be  managed  by  men,  free  from  the 
common  imperfections  of  human  nature,  we  are  safer 
without  it.  Under  a  system  of  free  competition,  if 
one  bank  or  one  city  go  wrong,  the  evil  is  soon 
rectified.  The  laws  of  trade,  left  to  themselves, 
are  sure,  and  will  soon  cure  the  evils  of  individual 
misconduct  or  speculation.  But  if  the  regulator 
itself  goes  wrong,  there  is  no  remedy,  or  none  with¬ 
out  a  convulsion. 

In  fact,  the  great  and  decided  objection  to  a  bank 
of  great  power,  to  act  as  general  regulator  of  the 
currency,  is  the  apprehension  that  it  may  itself  sus- 
pend  specie  payments ,  under  the  sanction  of  the 
general  government,  and  thus  fix  upon  the  country 
an  inconvertible  paper  currency.  This  danger  is 
much  greater  with  a  great  national  bank  than  with- 
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out  it.  In  case  of  a  war,  or  any  great  financial  em¬ 
barrassment,  such  an  institution,  acting  in  sympathy 
with  the  predominant  party  in  the  general  govern¬ 
ment,  will  be  the  first  to  propose  this  expedient,  by 
which  its  circulation  and  profits  will  be  greatly  en¬ 
hanced.  In  such  a  period,  a  few  interested  and 
influential  individuals  may  easily  carry  such  a 
measure ;  whilst  institutions  deriving  their  exist¬ 
ence  from  the  States,  are  protected  by  the  constitu¬ 
tion  from  any  such  legal  right.1 

There  is,  in  the  nature  of  things,  greater  danger 
of  mismanagement  in  such  an  institution,  where  the 
interest  of  the  managers  is  comparatively  small,  than 
in  institutions  of  less  capital  immediately  under  the 
direction  of  parties  more  deeply  interested. 

Our  experience  under  the  last  Bank  of  the  Unit¬ 
ed  States  is  not  such  as  to  give  us  any  great 
warrant  for  the  future.  On  going  into  opera¬ 
tion,  it  fell  into  the  hands  of  speculators,  and  in 
less  than  two  years,  lost  more  than  ten  per  cent  of 
its  capital,  so  that  it  made  no  dividends  during 
the  succeeding  two  years.  As  a  regulator  of  the 
currency,  its  success  was  not  remarkable.  It  was 
obliged  to  hire  the  banks  of  New  York,  Philadel¬ 
phia,  and  Baltimore,  to  resume,  bv  agreeing  to  make 

'In  1S19,  a  resolution  passed  the  House  of  Representatives,  di¬ 
recting  the  Secretary  of  the  Treasury  to  report  such  measures  as,  in 
his  opinion,  may  be  expedient,  amongst  other  things,  “  to  supply  a 
circulating  medium  in  place  of  specie,  adapted  to  the  exigency  of 
the  country,  and  within  the  power  of  the  government.”  Mr.  Craw¬ 
ford  made  an  able  report  against  the  substitution,  in  February,  1820. 
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large  discounts  in  those  cities.1  It  thus  kept  up  the 
inflation  of  the  currency,  which  was  the  evil  of  the 
time,  and  by  doing  so  saddled  itself  with  immense 
losses.  Under  the  energetic  administration  of  Mr. 
Cheves,  the  currency  was  indeed  restored  to  its  true 
character,  by  a  rigid  system  of  contraction,  but  ac¬ 
companied  with  intense  public  suffering,  which  was 
indeed  unavoidable,  but  made  the  bank  and  Mr. 
Cheves  exceedingly  unpopular,  in  extensive  portions 
ol  the  country.  It  was  during  this  period  that  many 
oi  the  States  attempted  to  expel  the  bank  from  oper¬ 
ating  within  them,  by  taxing  the  branches,  and 
other  modes  of  coercion. 

Mr.  Biddle  came  into  the  administration  of  the 
bank  in  1823,  under  the  most  favorable  auspices, 
after  the  difficulties  of  the  currency  were,  in  a  great 
measure,  surmounted;  and  it  cannot  be  denied  that 
his  management,  was  for  many  years,  eminently 
successful,  so  far  as  the  interests  of  the  bank  were 
concerned.  It  may  however  be  doubted,  whether  the 
country  is  under  any  great  obligation  to  him  as  the 
regulator  of  the  currency,  so  far  as  relates  to  fluctua¬ 
tions  in  the  money  market.  Severe  revulsions  took 
place  in  1826,  1829,  and  1832,  and  the  Bank  of 
the  United  States  took  its  full  share  in  the  expan¬ 
sions  which  preceded  them.  It  was  the  general 
impression  of  those  who  watched  Mr  Biddle’s  course, 
that  he  was  a  bold  navigator  ;  that  he  kept  his  ship 

1  In  New  York  and  Philadelphia,  two  millions  each,  in  Baltimore 
a  million  and  a  half. 
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under  a  press  of  sail,  relying  upon  his  skill  in  taking 
in  canvass  in  case  of  a  squall ;  of  which,  he  has  occa¬ 
sionally  given  us  evidence  himself.  Now  a  regulator 
should  go  for  security,  rather  than  profit  —  with 
much  ballast,  carrying  light  sail.  No  one  can  doubt 
that  his  contractions  in  1834,  so  distressing  to  the 
community,  were  pushed  beyond  reasonable  meas¬ 
ure,  for  the  purpose,  by  that  means,  of  effecting  the 
renewal  of  the  charter,  under  the  pretence  of  the 
necessity  of  preparing  for  winding  up  its  concerns, 
whilst  his  subsequent  expansion  had  a  full  share  in 
producing  the  mad  and  wild  speculations  of  1835 
and  6.1 

The  subsequent  developments  of  his  opinions 
in  reference  to  a  continued  and  permanent  state 
of  suspension  of  specie  payments,  make  it  but  too 
probable,  that  a  suitable  opportunity  alone  was  want¬ 
ing,  for  him  to  have  brought  his  ship  into  that  harbor  of 
“repose.”  He  appears  to  dwell,  with  apparent  sat¬ 
isfaction,  on  the  twenty -five  years  which  were  allowed 
the  Bank  of  England,  after  the  suspension  of  1797. 
That  suspension  seems  to  have  been  with  him  a 
favorite  topic.  But  he  seems  not  to  be  aware  of  the 
moral  distinction  between  that  suspension  and  our 
own.  The  Bank  of  England  suspended  by  act  of  Par¬ 
liament,  our  hanks,  suspend  without  law  and  against 
law,  at  the  pleasure  of  the  debtor  party.  The 
continued  suspension  of  the  Bank  of  England  was  a 

'Amount  of  U.  S.  Bank  loans,  1st  June,  1S35,  63,649,646. 

“  “  “  “  1st  Sept.  1834,  47,059,498. 
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measure  of  state  policy ;  without  the  slightest  neces¬ 
sity  —  vein  bad  policy  no  doubt,  but  very  convenient, 
in  order  to  conceal  the  real  terms  of  the  immense 
loans  made  during  the  war,  and  very  agreeable  to 
the  bank  directors,  as  enhancing  their  profits.' 

A  bank  then  often,  or  at  the  utmost  fifteen  millions 
of  dollars  capital,  of  which  one  third  might  belong  to 
the  government,  appears  to  be  amply  sufficient  for 
performing  the  fiscal  operations  of  the  government. 
It  should  be  restricted  within  that  sum.  The  circula¬ 
tion  should  not  exceed  ten  millions  of  dollars. 

It  should  be  a  bank  of  safety  rather  than  profit. 
It  is  not  desirable  that  its  dividends  should  exceed 
six,  or  at  the  utmost  seven  per  cent.  A  reasonable 
assurance  of  that  rate,  would  be  sufficient  to  induce 
capitalists  to  take  up  the  stock.  There  are  objec¬ 
tions  to  limiting  the  dividends  by  law,  as  it  might 
induce  extravagance  in  salaries,  or  carelessness  in 
the  management.  Possibly,  however,  it  would  not 
be  objectionable,  that  the  surplus  should  be  allowed 
to  accumulate  for  a  period  of  years,  then  to  be  equally 
divided  between  the  government  and  the  stock¬ 
holders. 

It  is  believed,  however,  that  the  establishment 
of  even  such  a  bank,  had  better  be  postponed 
until  the  currency  shall  be  restored  in  the  atlantic 
cities.  The  resumption  of  specie  payments  in  Phi¬ 
ladelphia  and  Baltimore,  can  hardly  be  delayed 
much  longer,  now  that  the  great  advocate  of  non- 
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resumption  is  out  of  the  way.  The  attempt  to  es¬ 
tablish  a  national  bank,  will  be  a  decided  obstacle 
in  the  way  of  such  resumption.  At  the  same  time 
it  will  be  much  easier  to  put  a  national  bank  in 
operation  after  the  currency  is  reestablished  than 
before.  The  details  of  such  a  bank  will  require 
time  to  mature.  Its  establishment  is  the  last  thing 
to  be  done  in  haste  —  or  as  a  mere  party  measure. 

In  the  mean  time  a  repeal  or  modification  of 
the  sub-treasury  system  would  be  desirable.  The 
sub-treasury  system  is  founded  on  mistaken  views 
of  the  currency  —  it  seems  to  suppose  that  coin  is 
better  than  the  notes  of  specie-paying  banks,  whereas 
in  truth  the  notes  are  preferable  to  coin,  so  long  as 
they  contain  the  power  to  command  it.  There  can 
be  no  doubt  that  banks,  selected  for  their  solidity, 
are  safer  depositories  of  the  public  money  than  any 
individuals  whatever.  The  idea  of  keeping  it  piled 
up  in  a  separate  mass,  in  this  banking  country,  is 
absurd  and  puerile.  The  sub-treasury  law  gives  a 
sort  of  legal  character  to  bank  notes  which  is  highly 
objectionable.  By  law  all  payments  are  only  dis¬ 
chargeable  in  the  legal  coin,  whether  to  the  govern¬ 
ment  or  individuals.  The  banks,  acting  as  the  com¬ 
mon  agents  of  the  community,  employ  the  labor-sav¬ 
ing  machinery  which  their  establishment  has  brought 
to  so  great  perfection,  in  bringing  about  these  pay¬ 
ments.  At  the  same  time  it  is  no  improper  figure 
of  speech  to  say  that  every  payment  made  in  well 
regulated  specie-paying  banks,  like  those  doing 
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business  in  New  York  or  Boston,  is  actually  made 
in  specie.  No  bank  receives  anything  which  is  not 
equivalent  to  coin  —  which  will  not  command  coin, 
and  for  which  it  is  not  willing  to  pay  coin.  The 
sub-treasury  law,  therefore,  by  compelling  the  sub- 
treasurers  to  receive  certain  bank  notes,  imposes  a 
risk  of  loss  by  bank  failures,  which  does  not  exist 
under  the  employment  of  strong  banks.  So  far  as 
it  requires  both  debtors  and  creditors  of  the  govern¬ 
ment  to  count  their  payments  and  receipts  in  actual 
coin,  it  is  a  retrograde  movement  in  civilization.  It 
is  a  refusal  to  adopt  the  improvements  of  the  age. 
The  great  objection  to  the  pet-bank  system,  as  it 
was  called,  was  the  employment  of  banks  not  for 
their  safety,  but  for  their  politics  —  the  distributing 
the  public  money  for  the  purposes  of  party. 

IMPROVEMENTS  IN  THE  BANKING  SYSTEM. 

Our  banking  system  is  the  subject  of  much  unde¬ 
served  abuse.  The  system  is  better  than  the  prac¬ 
tice  under  it.  The  toleration  of  abuses  under  the 
system  is  the  great  evil.  Still  there  are  faults  in  it 
which  might  be  remedied.  One  evil  is  the  multiplicity 
of  banks  authorized  to  issue  notes  for  circulation.  All 
experience  shows  the  necessity  of  legislative  restraint 
upon  the  issue  of  notes  for  the  purpose  of  circulation. 
The  public  security  requires  it.  But  under  the 
present  system,  that  security  is  wholly  inadequate 
in  most  of  the  States,  where  banks  with  very  small 
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capitals,  and  those  frequently  nominal,  are  permitted 
to  issue  notes. 

No  bank  should  be  permitted  to  issue  notes  with¬ 
out  a  solid,  paid  up  capital,  greatly  exceeding  its  is¬ 
sues.  A  capital  of  half  a  million  of  dollars  is  the 
very  least  to  which  this  privilege  should  be  granted. 
New  York  has  adopted  a  system  of  requiring  a  de¬ 
posit  of  stocks  as  security  for  the  payment  of  bank 
notes  —  but  the  law  is  deficient  in  making  no  certain 
capital  necessary  to  carrying  on  the  business  of 
banking,  and  the  public  have  suffered  losses  by  the 
failure  of  the  free  banks,  as  they  are  called,  from 
the  circumstance  of  the  depreciation  or  inadequacy 
of  the  stocks  deposited.  But  the  New  York  system 
has  one  advantage  —  its  evils  cure  themselves.  The 
idea  that  banking  can  be  carried  on  without  capital 
has  been  pretty  fairly  exploded  under  the  experiment. 

The  great  and  difficult  problem  in  a  currency  of 
bank  paper,  is  the  prevention  of  those  fluctuations, 
to  which  experience  shows  such  a  currency  is  liable, 
in  a  far  greater  degree  than  a  currency  composed 
wholly  of  the  precious  metals.  This  problem  has  not 
been  solved.  The  attention  of  the  British  Parliament 
has  been  for  some  time  drawn  to  it.  A  committee 
have  published  a  voluminous  report  of  evidence  taken 
at  the  last  session,  which  certainly  does  not  shed 
much  light  upon  the  matter.  Their  inquiries  are 
still  going  on.  The  writer  has  thought  a  good  deal 
on  the  subject,  and  is  of  opinion  that  no  better 
remedy  can  be  devised  against  a  redundant  or  ex- 


cessive  circulation,  than  the  levying  a  tax,  by  the 
State,  on  the  privilege  or  right  of  circulation,  to  very 
near  the  amount  of  benefit  or  profit  derivable  from  it. 
Nearly  all  the  States  require  something  in  the  nature 
of  a  bonus  or  tax  for  the  privilege  of  a  bank  charter, 
but  on  principles  wholly  capricious  or  unsettled ; 
whilst  in  others,  the  granting  them  is  made  a  mat¬ 
ter  of  favoritism,  under  the  odious  character  of  mo¬ 
nopoly.  Many  advantages  would  arise  from  estab¬ 
lishing  the  principle  that  every  bank  chartered  with 
the  right  of  circulation  should  pay  a  fixed  tax  on  the 
amount  permitted.1  The  right  to  regulate  the  cur¬ 
rency  of  bank  notes  seems  properly  to  belong  to  the 
State,  and  to  be  a  legitimate  source  of  revenue. 

The  State  of  Massachusetts  levies  a  fixed  tax  of 
one  per  cent  per  annum  upon  bank  capital.  This 
tax  is  excessive  in  amount  —  is  levied  upon  a  false 
principle,  and  produces  some  evils.  A  tax  of  three 
per  cent  per  annum  on  circulation,  would  produce 
nearly  the  same  amount  of  revenue,  and  be  wholly 
unobjectionable  in  principle.  The  advantage  of  a 
tax  upon  circulation  would  be,  that  it  would  take 
away  the  inducement  of  profit,  which  every  bank 
now  has,  to  increase  its  circulation  to  the  utmost  — 
until  the  expansion  of  the  currency  shows  itself  in 
the  export  of  coin  —  which  can  only  be  checked  by 
a  suspension  of  discounts,  and  a  pressure  on  the 
money  market.  The  bank,  to  be  sure,  has  no  dif- 
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ficulty  itself  in  this  case,  if  well  managed.  The 
whole  pressure  is  thrown  on  the  mercantile  com¬ 
munity. 

But  these  alternations  of  bank  expansion  and  nom¬ 
inal  prosperity,  followed  by  bank  contractions,  disap¬ 
pointment,  and  perhaps  failures,  are  very  much  to 
be  deprecated.  A  tax  upon  circulation  might  do 
much  in  checking  undue  expansion.  A  fixed  mini¬ 
mum  capital,  and  a  fixed  rate  of  tax  upon  circulation, 
would  take  away  the  character  of  monopoly  from 
bank  legislation  —  as  charters  might  then  be  grant¬ 
ed  to  all  who  would  take  them,  sufficient  care  being 
had  to  see  the  capital  actually  paid  in. 

Some  of  the  States  have  gone  into  the  business  of 
banking  on  their  own  account.  It  requires  no  great 
spirit  of  prophecy  to  foresee  that  their  banks  will 
be  badly  managed,  and  the  States  become  losers  by 
the  business.  Banks,  to  be  useful,  must  be  founded 
on  real  capital,  and,  to  be  well  managed,  must  be 
under  the  eye  of  the  owners  of  the  capital. 

The  law  of  1 834,  by  which  such  a  valuation  was 
put  upon  gold  as  makes  it  the  essential  basis  of  our 
circulation,  is  calculated  to  have  a  highly  favorable 
effect  in  giving  steadiness  to  the  currency  by  enlarg¬ 
ing  that  basis ;  it  being  necessary  for  the  banks  to 
maintain  on  hand  a  greater  quantity  of  coin,  on  ac¬ 
count  of  the  facility  of  transfer  attaching  to  that 
metal  as  compared  to  silver.  This  effect  will  be 
increased,  should  an  error,  apparently  inadvertent,  in 
that  bill  be  corrected,  by  which  too  high  a  valuation 


is  put  upon  foreign  gold,  compared  to  our  own  coin.1 
The  consequence  of  this  error  is  that  there  is  a  pos¬ 
itive  loss  of  about  one  fifth  of  one  per  cent  in  send¬ 
ing  foreign  gold  to  the  mint,  whereas  the  law  should 
have  been  so  framed  as  to  make  it  for  the  interest  of 
the  holders  of  such  coin  to  do  it.  The  reduction  of 
the  valuation  of  sovereigns  and  napoleons,  about  one 
half  of  one  per  cent,  would  remedy  the  evil,  and  give 
us  an  act  ual  currency  of  eagles  and  half  eagles  as  the 
payment  which  banks  would  find  it  for  their  interest 
to  make  for  demands  on  them.  The  effect  cannot 
lie  doubted  —  it  would  add  materially  to  the  specie 
in  the  country. 

Another  mode  of  giving  additional  security  to  the 
currency,  would  be  the  establishment  of  a  system  of 
more  frequent  and  rigid  settlement  of  balances  be¬ 
tween  the  banks  themselves.  The  safe  and  prudent 
banks  should  use  the  power  which  they  possess,  to 
keep  in  check  the  bolder  and  weaker  banks,  by  call¬ 
ing  for  their  balances  weekly,  if  not  daily,  in  actual 
coin.  The  system  which  has  grown  up  of  letting 
bank  balances  lie  until  a  foreign  demand  for  coin 
appears,  should  be  abandoned.  It  is  liable  to  abuse, 
and  it  is  the  duty  of  the  strong  banks  to  put  an  end 
to  it. 

A  timid  apprehension  of  weakness  on  the  part  of 
certain  banks  in  Boston,  with  a  cautious  endeavor 
to  avoid  losses  in  case  of  explosion,  led  to  much 

1  See  Appendix,  I. 
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of  the  expansion  in  1836.  A  different  policy  might 
have  prevented  the  panic  and  suspension  of  1837. 

No  expectation  of  forbearance  or  indulgence 
should  be  encouraged.  Favor  and  benevolence  are 
not  the  attributes  of  good  banking.  Strict  justice 
and  the  rigid  performance  of  contracts  are  its  proper 
foundation. 

A  repeal  of  the  usury  laws,  so  far  as  relates  to 
notes  of  hand  and  bills  of  exchange,  similar  to  that 
which  took  place  in  England  in  1832,  would  un¬ 
doubtedly  have  a  highly  beneficial  effect  in  lessening 
the  violence  of  a  monied  pressure,  as  there  is  abun¬ 
dant  evidence  it  has  done  in  that  country.  The 
pertinacity  with  which  all  the  States  cling  to  the 
usury  laws,  the  remnant  of  the  old  feudal  opin¬ 
ion  that  the  people  cannot  be  trusted  to  take  care 
of  their  own  interests,  is  remarkable  —  especially 
after  the  example  has  been  set  by  England.  In 
the  late  report  made  to  Parliament  on  banks  of 
issue,  we  find  the  testimony  of  Messrs.  Norman, 
Tooke,  and  Lloyd,  uniform  in  favor  of  the  effect 
of  the  modification  made  in  the  law,  in  relieving  the 
violence  of  a  revulsion  in  the  money  market. 

A  bankrupt  law  applicable  to  banks  would  un¬ 
doubtedly  be  the  most  efficient  of  measures  for  pre¬ 
venting  suspensions  of  specie  payments,  and  keeping 
banks  within  reasonable  limits.  Such  a  law,  to  go 
into  effect  in  twelve  months,  would  be  the  most 
effectual  of  measures  for  restoring  and  regulating  the 
currency  —  to  apply  to  a  continued  suspension  of 


payment  for  thirty  clays.  Constitutional  objections 
have  been  suggested,  but  without  much  apparent 
force.  Apparently  nothing  in  the  power  of  Con¬ 
gress  would  be  so  decidedly  effectual  as  the  estab¬ 
lishment  of  such  a  law. 
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The  author  was  abroad  when  the  suspension  took  place  in 
May,  1837.  Soon  after  his  return  to  America,  he  published 
the  following  communication  in  the  Boston  Daily  Advertiser 
of  November  15,  1837,  which  is  republished  as  giving  a  cor¬ 
rect  view  of  the  immediate  causes  which  led  to  that  event. 

RESUMPTION  OF  SPECIE  PAYMENTS. 

It  seems  to  be  quite  time  that  the  attention  of  the  public 
should  be  called  to  this  most  important  topic. 

The  suspension  of  specie  payments  was  a  catastrophe  which 
could  only  be  justified  on  the  ground  of  the  direst  necessity. 
It  is  in  fact  a  state  of  general  bankruptcy.  It  should  only  be 
submitted  to  as  a  temporary  expedient,  and  its  duration  should 
be  made  as  short  as  possible.  During  the  prolonged  existence 
of  an  irredeemable  currency,  there  can  be  no  safety  in  doing 
business,  no  confidence  in  credit.  No  prudent  man  will  give 
or  take  credit,  to  any  considerable  amount,  when  it  is  impos¬ 
sible  to  foresee  the  fluctuations  which  may  take  place  in  the 
value  of  the  currency,  between  the  period  of  making  a  con¬ 
tract  and  that  of  its  fulfilment.  It  is  therefore  equally  the 
dictate  of  true  policy,  of  sound  principle,  and  common  justice, 
that  the  earliest  possible  day  should  be  fixed  on  for  the  re¬ 
sumption  of  the  legal  currency. 
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The  immediate  cause  of  the  suspension  was  the  sudden  and 
violent  demand  for  specie,  as  a  remittance  to  England  and 
France,  in  consequence  of  the  breaking  up  of  all  American 
credit,  and  the  requisition  of  the  immediate  payment  of  the 
large  debt  due  to  those  countries  —  a  debt  which  we  had  con¬ 
tracted  with  the  same  reckless  imprudence  with  which  the 
credit  had  been  given. 

The  years  1835  and  1836  were  years  of  the  wildest  specu¬ 
lation  and  the  greatest  overtrade.  The  banks  were  expanded 
excessively,  on  a  basis  of  specie  wholly  inadequate  to  sustain 
their  imprudent  issues.  In  this  state  of  things,  a  few  London 
houses  committed  the  inconceivable  imprudence  of  creating 
an  immense  American  debt,  by  giving  out  their  accommoda¬ 
tion  acceptances  to  the  amount  of  some  fifty  or  sixty  millions 
of  dollars,  to  be  negotiated  on  the  London  exchange  —  relying 
upon  the  drawers  in  America  for  remittances  to  meet  them. 
These  remittances  to  one  house  came  in  accommodation  bills 
on  another.  The  London  bankers  became  alarmed.  The 
bills  could  no  longer  be  discounted.  The  London  houses  in- 
formed  their  correspondents  that  real  remittances  to  the  whole 
amount  of  these  bills,  could  alone  save  the  bills  from  protest, 
and  the  acceptors  from  bankruptcy. 

The  actual  state  of  the  case,  and  the  full  extent  of  the 
demand,  was  fully  made  known  on  this  side  the  Atlantic,  on 
the  last  days  of  March  —  a  violent  struggle  on  the  part  of  the 
banks  of  New  York  to  sustain  themselves  was  kept  up  for 
forty  days,  during  which  some  hundreds  of  mercantile  houses 
suspended  payment,  and  as  a  last  resort,  to  prevent  an  antici¬ 
pated  general  bankruptcy,  the  banks  themselves  stopped  pay¬ 
ment. 

Time  was  the  object  —  time  only  was  wanted  —  time  was 
taken  by  our  banks  by  general  consent,  —  and  the  only  ques¬ 
tion  is  how  much  time  is  requisite. 

It  is  the  opinion  of  those  best  informed  on  the  subject,  that 
the  debt  due  and  growing  due  to  England  and  France  at  the 
time  of  the  suspension  was  about  forty-five  or  possibly  fifty 
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millions  of  dollars.  Since  that  period  a  constant  liquidation 
has  been  going  on,  by  remittances  in  specie  and  stocks,  and 
by  shipments  of  cotton  and  tobacco.  By  the  most  moderate 
calculation  the  debt  must  have  been  reduced  at  least  one  half, 
and  cannot  at  the  present  moment  exceed  twenty-five  millions 
of  dollars,  and  of  this  sum  more  than  one  half  must  wait  the 
ability  of  the  debtors,  before  it  can  be  remitted. 

In  the  mean  time,  an  exuberant  crop  of  all  our  productions 
has  been  matured,  and  is  rapidly  coming  to  market  —  the  crisis 
in  the  money  market  of  England  has  passed  off.  Specie  is 
no  longer  wanted  as  a  remittance.  Our  cotton  crop  alone  will 
produce  double  the  amount  which  is  required  to  balance  our 
accounts  with  England  and  France. 

Every  thing,  therefore,  shows  that  an  early  resumption  of 
specie  payments  is  practicable.  The  time  has  evidently  ar¬ 
rived  for  concerted  action.  Let  New  York,  Boston  and  Phila¬ 
delphia  fix  a  period  for  the  resumption  ;  the  solvent  banks  of 
the  other  parts  of  the  country  will  soon  follow  as  a  matter  of 
course.  The  writer  is  of  opinion  that  there  would  be  very 
little,  if  any,  difficulty  in  making  the  resumption  in  January 
or  February  ;  but  to  avoid  all  cavil  or  question,  and  to  meet 
the  views  of  the  most  timid,  he  would  propose  that  the  month 
of  April  should  be  fixed  on,  by  which  time,  unquestionably, 
the  resumption  can  be  accomplished  with  the  least  possible 
inconvenience. 

The  present  is  a  state  of  things  in  which  creditors  are  con¬ 
tent  to  forego  their  legal  rights,  during  an  emergency  of  un¬ 
paralleled  character.  It  is  creditable  to  them  that  they  are  so 
content.  But  it  cannot  be  expected  or  asked  that  this  indul¬ 
gence  should  be  continued  beyond  the  emergency  itself.  The 
best  interests  of  society  would  make  it  a  duty  to  the  public,  as 
well  as  to  themselves,  to  enforce  the  law,  should  the  banks 
attempt  to  continue  the  present  state  of  things  beyond  the 
necessity  of  the  case.  No  time  should  be  lost  by  the  banking 
and  mercantile  community,  in  setting  about  a  restoration  of 
the  currency  ;  and  no  question  of  party  politics  should  be  al- 


52 


lowed  to  mingle  or  interfere  with  it.  It  is  practicable,  easy, 
and  immensely  important.  Preparation  for  this  event  should 
be  set  about  at  once.  It  is  not  to  be  concealed,  that  the  banks 
of  Boston  are  too  much  expanded.  Their  liabilities  on  de¬ 
mand,  at  this  moment,  after  a  long  period  of  stagnation  of 
business,  which  ought  to  contract  them,  are  very  much  greater 
than  those  presented  by  the  returns  of  1835  or  1836,  both 
periods  of  active  business.  Our  currency  is  in  fact  depre¬ 
ciated,  not  only  as  compared  with  specie,  but  as  compared 
with  the  paper  of  New  York.  The  extreme  abundance  of 
money  in  the  market,  shows  that  our  banks  are  unreasonably 
extended.  Some  curtailment  is  necessary  ;  by  commencing 
early,  and  continuing  steadily,  anything  like  a  severe  pressure 
may  be  avoided.  We  have  abundant  capital  to  carry  us 
through  ;  the  will,  and  a  slight  effort  alone  are  wanting,  to 
place  our  currency  on  a  foundation  on  which  credit  shall  be 
reestablished,  and  business  may  be  resumed  with  safety. 

A  Friend  to  Sound  Currency. 


B.  - PAGE  22. 

EXTRACTS  FROM  MR.  BIDDLE’S  LETTER  TO  JOHN  QUINCY 
ADAMS,  OF  APRIL  5,  1838. 

My  Dear  Sir, 

I  propose  to  say  a  few  words  on  the  question  whether  the 
banks  should  resume  specie  payments  in  May  next.  I  think 
that  no  other  currency  is  safe  or  tolerable  ;  and  that  we  should 
now  return  to  it  at  the  first  moment  it  can  he  done  permanently . 
For  this  purpose  the  institution  to  which  I  belong  has  made 
great  efforts.  Since  the  suspension  in  May  last  it  has  bought 
and  added  to  its  vaults  nearly  three  millions  of  dollars  in  gold 
and  silver  ;  and  now  with  a  capital  of  thirty-five  millions ,  its 
notes  in  circulation  are  six  millions,  while  its  specie,  after  pay¬ 
ing  more  than  half  a  million  to  the  Government  of  the  United, 
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States ,  amounts  to  nearly  four  millions ,  awcZ  it  has  eight  or  ten 
millions  of  funds  in  Europe.  Our  principles  therefore  incline 
us  to  an  early  resumption  ;  our  preparations  would  justify  it  — 
and  if  we  were  at  all  influenced  by  the  poor  ambition  of  doing 
what  others  cannot  do  so  readily,  or  the  still  poorer  desire  of 
profiting  by  the  disasters  of  others,  the  occasion  would  cer¬ 
tainly  be  tempting.  But  the  Bank  of  the  United  States  makes 
common  cause  with  the  other  banks,  and  the  character  and 
prosperity  of  the  country  are  identified  with  its  banking  sys¬ 
tem.  They  must  stand  or  fall  together  —  and  it  is  of  vital  im¬ 
portance  that  the  banks  should  act  wisely  and  act  harmonious¬ 
ly,  and  above  all  that  they  should  not  suffer  themselves  to  be 
driven,  by  the  dread  of  being  thought  weak,  into  rash  and  haz¬ 
ardous  enterprizes.  The  great  prerogative  of  strength  is  not 
to  he  afraid  of  doing  right ;  and  it  belongs  to  those  who  have 
no  fear  that  prudent  counsels  will  he  mistaken  for  timidity,  to 
examine  calmly  whether  the  general  interests  of  the  country 
recommend  the  voluntary  resumption  of  specie  payments  in 
May  next . 

The  disorders  of  the  currency  lie  too  deep  for  superficial 
remedies,  and  these  paliatives  irritate  without  curing.  Con¬ 
gress  and  Congress  alone ,  can  apply  adequate  relief.  Is  it 
worth  while  then,  so  long  as  Congress  fails  to  exercise  its  legiti¬ 
mate  powers,  to  waste  the  strength  of  the  country  in  efforts  to 
accomplish  what  we  all  know  to  be  impracticable  ?  They 
who  have  special  charge  of  these  interests,  must  then  beware 
of  being  decoyed  from  their  present  position.  They  are  now 
safe  and  strong ,  and  they  should  not  venture  beyond  their  en¬ 
trenchments  while  the  enemy  is  in  the  plain  before  them . 

The  only  circumstance  not  wholly  unfavorable  to  the  com¬ 
parison,  is  the  low  rate  of  exchange  with  England.  But  no¬ 
thing  general  or  permanent  can  be  inferred  from  this  circum¬ 
stance,  which  frequently  occurs,  and  on  the  present  occasion 
is  wholly  accidental  in  New  York,  from  the  unnatural  condi¬ 
tion  into  which  her  measures  of  extreme  rigor  have  driven 
every  thing.  If  under  ordinary  circumstances,  while  other 
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things  underwent  no  depression,  exchange  on  England  should 
decline,  it  might  be  inferred  that  England  owes  to  the  United 
States  more  than  we  have  yet  drawn  from  her.  But  it  is  not 

exchange  alone  that  has  fallen . 

But  great  forbearance  and  great  indulgence  were  necessary 
from  the  creditor,  and  above  all,  after  such  a  convulsion,  the 
great  restorer  was  time ;  time  to  settle  ;  time  to  adjust  ac¬ 
counts  ;  time  to  send  the  debtor’s  crops  to  market ;  time  to 
dispose  of  his  property  with  the  least  sacrifice  ;  time  to  bring 
out  his  resources  to  pay  his  debts.  In  all  the  large  move¬ 
ments  of  human  affairs ,  as  in  the  operations  of  nature ,  the 
great  law  is  gentleness  —  violence  is  the  last  resource  of  weak¬ 
ness.  The  disease  of  the  country  was  an  overstrained  and 
distempered  energy.  The  remedy  was  repose.  The  question 

of  the  currency,  though  important,  was  only  secondary . 

After  this,  the  resumption,  with  the  aid  of  Congress,  would 

have  been  easy  and  spontaneous . 

But  if  the  other  cities  had  followed  the  example  of  New 
York  and  made  similar  reductions ,  the  whole  country  would 
have  sunk  under  it  or  revolted  against  it.  .  .  . 

There  prevails  a  notion  that  the  credit  of  the  country  abroad 

will  be  injured  by  not  resuming.  Not  in  the  least . 

The  question  then  of  the  resumption  is  one  exclusively  do¬ 
mestic, —  one  which,  however  important  at  home,  does  not 

AFFECT  THE  CREDIT  OF  THE  COUNTRY  ABROAD . 

VI.  We  now  come  to  the  question  whether  if  an  early  re¬ 
sumption  be  practicable,  the  month  of  May  is  a  fit  time.  My 
impression  is  that  the  month  of  May  is  a  very  unfit-  time.  The 
resumption,  to  be  useful,  must  be  general  ;  and  no  arrange¬ 
ment  can  be  satisfactory  which  does  not  include  the  southern 
and  southwestern  States.  These  I  do  not  think  are  yet  ready  to 
resume . 

In  the  mean  while,  the  most  effectual  service  which  we  can 
render,  is  to  speak  in  a  tone  of  frank  sincerity.  She  (New  York) 
may  perhaps  bear  it  from  one,  than  whom  she  has  never  had 
a  more  true  and  constant  friend — who,  although  an  entire 
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stranger,  has  for  a  long  series  of  years,  done  every  thing  in 
his  power  to  advance  her  prosperity,  and  never  saw  her  in 
any  misfortune  which  he  did  not  anxiously  strive  to  mitigate. 
But  I  wish  to  serve  her,  not  to  flatter  her ;  I  believe  then  that 
at  this  moment  New  York  is  in  an  entirely  false  position.  She 
is  obliged  by  the  existing  law  to  do  what  she  feels  to  be  wrong. 
Her  natural  course  is  to  appeal  to  her  representatives,  to  rec¬ 
tify  their  mistake.  The  legislative  body  which  protected  the 
banks  for  a  year  is  now  in  session,  and  in  twenty-four  hours 
can  extend  the  indemnity  till  a  more  appropriate  season  for 

resuming.  I  presume  no  difficulty  will  occur  in  this . 

It  is  better,  therefore,  for  us  to  state  with  perfect  frankness 
that  we  do  not  mean  to  unite  with  her  in  this  forced  resumption 
—  to  say  this  decidedly  and  finally,  so  that  she  may  apply  the 
only  remedy  —  an  extension  of  her  law.  The  whole  subject 
wou'd  then  be  open  for  future  adjustment  upon  principles  of 

safety,  alike  to  the  banks  and  to  the  community . 

On  the  whole,  the  course  which  in  my  judgment,  the  banks 
ought  to  pursue,  is  simply  this  : 

The  banks  should  remain  exactly  as  they  are  —  preparing 
to  resume,  but  not  yet  resuming. 

They  should  begin,  as  the  Bank  of  England  did,  under  sim¬ 
ilar  circumstances,  by  paying  the  small  notes,  so  as  to  restore 
coin  to  all  the  minor  channels  of  circulation  —  but  not  make 
any  general  resumption  until  they  ascertain  what  course  the 
government  will  pursue,  employing  in  the  mean  time  their 
whole  power  to  forward  the  crops  to  market.  The  Amer¬ 
ican  BANKS  SHOULD  DO  IN  SHORT  WHAT  THE  AMERICAN  ARMY 
did  at  New  Orleans,  stand  fast  behind  their  cotton  bales 

UNTIL  THE  ENEMY  HAS  LEFT  THE  COUNTRY. 

These  are  my  opinions  very  deliberately  formed,  and  very 
frankly  expressed.  They  are  thus  set  forth,  not  to  influence 
the  course  of  others,  but  to  explain  my  own. 

With  great  respect  and  esteem,  yours, 


Philadelphia,  April  5,  1838. 


N.  BIDDLE. 
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C. -  PAGE  27. 

A  different  opinion  has  been  kept  in  countenance  by  a  mis¬ 
apprehension  of  Mr.  Crawford,  when  Secretary  of  the  Treas¬ 
ury,  who  in  bis  report  on  the  currency,  in  February,  1820, 
made  use  of  the  following  language  : 

“  The  fact,  that  in  a  small  portion  of  the  Union  specie  pay¬ 
ments  were  continued,  cannot  be  admitted  as  evidence  that  it 
was  practicable  throughout  the  nation.  In  that  part  of  the 
country  the  extensive  bank  issues  consequent  upon  loans  to 
the  government  in  the  middle  States  had  not  occurred.  For¬ 
eign  trade,  which  in  the  other  parts  of  the  Union,  was  nearly 
annihilated,  still  preserved  there,  a  languid  existence,  through 
the  permission  or  connivance  of  the  enemy.  These  circum¬ 
stances  could  not  fail  to  enable  the  banks  in  the  eastern  States 
to  continue  specie  payments  longer  than  those  of  the  middle, 
southern  and  western  States.  In  an  effort  to  preserve  their 
credit,  they  would  inevitably  be  the  last  which  would  fall.  In 
such  a  struggle,  however,  they  must  have  failed,  had  not  the 
circulation  of  the  paper  of  their  weaker  neighbors,  and  the 
issues  of  treasury  notes,  come  to  their  aid.  But  for  this  ad¬ 
ventitious  assistance,  wholly  unconnected  with  the  wisdom  and 
foresight  of  their  directors,  specie  payments,  must  have  been 
suspended  there,  or  the  best  interests  of  the  community  have 
been  sacrificed.  From  that  period  until  the  resumption  of 
specie  payments,  in  the  early  part  of  1817,  treasury  notes,  and 
the  notes  of  the  banks  which  had  suspended  payment,  formed 
the  great  mass  of  the  circulation  in  the  eastern  part  of  the 
Union.  Specie,  or  the  notes  of  banks  which  continued  to  pay 
specie,  formed  no  part  of  the  receipts  of  the  government  in 
Boston  and  the  districts  east  of  that  town,  until  about  the  close 
of  the  year  1816.” 

The  mistake  of  Mr.  Crawford  was  fully  exposed  in  a  com¬ 
munication  in  the  Boston  Daily  Advertiser,  of  March  22,  1820, 
of  which  the  following  are  extracts: 

Is  it  possible  that  Mr.  Crawford  can  really  believe  that 


57 


our  boast  of  specie-paying  Banks  was  only  pretence,  and 
that  our  circulating  medium  during  1S15  and  1816  was  really 
a  depreciated  paper,  consisting  of  Treasury  notes  and  southern 
bank  bills  ? 

We  can  assure  him  he  is  entirely  mistaken.  Such  paper 
made  no  part  of  the  circulation  of  this  part  of  New  England, 
whose  trade  centres  at  Boston.  In  those  parts  of  Connecticut 
and  "V  ermont  trading  to  New  York,  the  depreciated  paper  of 
that  State,  had,  naturally  enough,  a  general  currency.  With 
these  small  exceptions,  the  currency  of  New  England  was 
perfectly  sound,  and  actually  convertible  into  gold  and  silver 
during  the  whole  period  of  general  depreciation. 

The  evidence  which  Mr.  Crawford  produces  as  establishing 
his  position  is  amusing  enough  —  the  fact  that  no  payments 
were  made  into  the  treasury  in  Boston  or  east  of  it,  except  in 
treasury  notes  or  depreciated  bank  paper. 

Certainly  Mr.  Crawford  cannot  suppose  we  should  pay  our 
sound  specie  representing  bank  notes  into  the  treasury,  when 
the  collectors  were  oblffied  to  receive  treasury  notes  which 
could  be  purchased  at  a  considerable  discount.  We  cannot 
account  for  his  not  perceiving  that  the  circumstance  proves  the 
direct  opposite  of  his  proposition.  He  is  mistaken  in  supposing 
that  any  depreciated  bank  notes  were  received  into  the  treas¬ 
ury  during  that  period  in  Boston  or  the  vicinity  —  the  fact  is 
notorious,  that  it  was  a  general  complaint  that  our  merchants 
were  obliged  to  pay  their  duties  in  treasury  notes  which  were 
only  depreciated  10  per  cent,  whilst  in  other  places,  (Balti¬ 
more,  for  instance,)  they  were  allowed  to  pay  them  in  their 
own  bank  notes,  which  were  depreciated  20  per  cent. 

It  is  proper  to  correct  the  error,  into  which  Mr.  Crawford, 
in  common  with  many  others,  has  fallen,  that  the  suspension 
of  specie  payments  in  the  southern  cities,  made  it  more  diffi¬ 
cult  to  continue  specie  payments  in  Boston,  than  if  that  sus¬ 
pension  had  not  taken  place,  whereas  the  reverse  was  the  nat¬ 
ural  effect  of  that  measure. 

Specie  ceased  to  form  any  part  of  the  circulating  medium 
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in  the  south,  in  company  with  their  depreciated  paper,  and  nat¬ 
urally  found  its  way  to  the  only  market  where  its  value  was 
appreciated. 

It  is  surprising  that  this  tendency  should  not  have  occurred 
to  Mr.  Crawford  ;  since,  in  a  parallel  case,  the  stoppage  of 
specie  payments  by  the  Bank  of  England,  he  considers  this 
measure,  by  releasing  specie  from  use  in  England,  as  afford¬ 
ing  facilities  for  the  establishment  of  its  currency  in  France. 

Precisely  similar  was  the  effect  here.  During  the  period 
of  the  suspension  of  specie  payments  at  the  south,  our  banks 
were  able  freely  to  furnish  the  usual  facilities  to  our  merchants 
in  the  way  of  discounts ;  and  in  1815,  the  accumulation  of 
specie  was  so  great  that  very  large  quantities  were  shipped  to 
England,  in  addition  to  the  usual  export  to  India  and  China. 

It  was  not  until  preparations  were  making  for  putting  in 
operation  the  United  States  Bank,  and  for  a  general  return  to 
specie  payments,  that  our  banks  felt  any  pressure. 

To  preserve  a  sufficiency  of  specie  at  a  time  when  it  was  in 
such  general  demand,  was  a  matter  of  some  difficulty,  and  it 
was  then  only,  that  their  discounts  were  limited,  in  a  degree 
to  create  any  pressure  on  the  public. 

We  were  pleased  with  Mr.  Crawford’s  remarks  on  certain 
banks  'pretending  to  pay  specie,  whilst  owing  to  certain  im¬ 
proper  influences,  no  man  dare  demand  it  of  them.  We  have 
no  security  for  a  sound  currency  until  public  opinion  is  suffi¬ 
ciently  correct  to  put  down  these  influences,  and  leave  every 
creditor  of  a  bank  free.  Banks  profess  to  deal  in  money,  and 
whether  the  parties  dealing  with  them  prefer  to  receive  their 
dues  in  coin,  or  notes  promising  it,  is  an  affair  about  which  the 
banks  themselves  have  no  right  to  interfere.  There  should  be 
no  more  delicacy  about  calling  on  a  bank  for  payment  of  their 
notes  than  there  is  in  calling  on  an  individual  for  payment 
of  a  debt  when  due.  It  is  satisfactory  to  be  able  to  say,  that, 
in  Boston,  the  practice  supported  by  public  opinion  is  in  con¬ 
formity  to  this  view.  The  banks  are  as  free  to  pay  as  to  re¬ 
ceive  specie.  We  believe,  however,  there  are  few  cities 
where  the  same  thing  can  be  said. 
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D. - PAGE  31. 

EXTRACTS  FROM  A  REVIEW  OF  THE  REPORT  OF  A.  J.  DALLAS,  SEC¬ 
RETARY  OF  THE  TREASURY,  PUBLISHED  IN  THE  EOSTON  DAILY 

ADVERTISER,  DECEMBER,  1815. 

Never,  since  the  establishment  of  the  federal  government, 
has  the  “  Annual  Treasury  Report  ”  been  looked  for  with  the 
same  interest  as  the  present.  At  no  former  period,  would 
so  voluminous  a  document  have  found  readers.  This  universal 
interest  is  not  surprising.  In  the  short  period  of  a  twelve 
month  our  country  has  passed  from  a  state  in  which  the  credit 
of  the  government  had  sunk  so  low,  that  the  breach  of  every 
contract  had  ceased  to  be  disgraceful  ;  to  a  prosperity  so  sud¬ 
den  and  so  striking,  that  sober  calculation  could  hardly  keep 
pace  with  the  rapid  accumulation  of  our  revenue. 

Mr.  Dallas  took  charge  of  our  finances  at  a  time  when  they 
were  so  desperate,  that  no  motive  could  be  assigned  by  his 
friends  but  the  boldness  of  conscious  talent,  whilst  his  enemies 
accounted  it  the  presumption  of  ignorance  or  folly,  —  we  will 
not  pretend  to  decide  which  judged  most  correctly.  Suffice 
it  to  say,  notwithstanding  all  this  accumulation  of  means,  these 
solemn  promises  of  the  government  still  lie  under  protest  —  and 
those  about  falling  due  are  selling  in  market  at  a  discount  of 
ten  per  cent. 

It  is  true,  the  present  document  has  given  general  satisfac¬ 
tion,  and  deservedly.  The  principles  contained  in  that  portion 
of  it  relating  to  the  circulating  medium,  are  so  completely  at 
variance  with  every  opinion  he  has  expressed,  and  every  act 
he  has  performed,  since  his  acceptance  of  the  office,  that  we 
are  not  disposed  to  quarrel  with  him  for  the  hesitating  manner 
in  which  he  propounds  them,  or  the  puerilities  with  which  they 
are  accompanied. 

He  comes  to  a  coi’rect  result  —  the  necessity  of  restoring  a 
specie  currency  ;  we  give  him  credit  for  renouncing  his  errors; 
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but  we  do  not  give  him  credit  for  the  sophistical  mode  in  which 
he  undertakes  to  justify,  and  reconcile  his  conduct  as  head  of 
the  treasury,  in  executing  the  laws  passed  after  the  peace  with 
a  view  to  the  restoration  of  the  public  credit.  We  believe, 
that  to  his  Avrong  measures  alone,  it  is  owing  that  a  great  por¬ 
tion  of  our  country  is  now  suffering  the  evils  of  a  fluctuating, 
depreciated  currency  ;  that  our  revenue  is  unequally  collected, 
that  the  public  creditors  are  unequally  paid,  that  treasury  notes 
are  selling  at  a  great  discount,  and  the  stocks  so  depressed 
both  at  home  and  in  Europe. 

The  view  which  Mr.  Dallas  presents  of  these  transactions  is 
equally  objectionable,  on  account  of  its  misrepresentation  in 
point  of  fact,  and  the  absurdity  of  his  reasoning. 

The  effect  of  the  peace  was  the  immediate  restoration  of 
public  confidence  in  the  ability  of  the  government  to  meet 
their  engagements.  Notwithstanding  the  numerous  channels 
opened  by  that  event  for  the  employment  of  capital,  and  the 
great  amount  of  the  claims  on  the  government,  the  public 
stocks  of  every  description  immediately  advanced  to  the  very 
highest  prices  which  they  have  borne  at  any  subsequent 
period,  and  considerably  above  their  present  rates.1  The 
specie  price  of  six  per  cent  stock  on  the  tenth  of  March  being 
eighty-seven  and  one  half  to  eighty-eight  per  cent,  aud  treasury 
notes  rising  to  within  even  six  per  cent  of  par.  At  the  same 


1  The  following  exhibits  an  accurate  statement  of  the  specie  price  of 
6  per  cent  stocks  at  the  period  of  the  peace,  and  in  each  succeeding  month, 
in  Boston,  New-York,  Philadelphia  and  Baltimore. 


Feb.  1st.  nominal  50-G0 

July, 

81-84 

“  28th, 

87-88 

August, 

84-86 

March, 

87-89 

September, 

85-87 

April, 

85-87 

October, 

83-86 

May, 

86-88 

November, 

81-83 

June, 

85-88 

December, 

82-85 

It  will  be  found,  the  real  prices  in  Boston  have  generally  been  a  trifle 
higher  than  in  the  other  cities,  which  has  caused  a  constant  succession  of 
transfers  from  other  loan  offices  to  this;  whilst  very  few  have  been  made 
from  this  to  others. 
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time  the  paper  of  the  New  York  and  Philadelphia  banks  rose 
to  within  three  or  four  per  cent  of  specie. 

Clothed  with  the  most  extensive  powers  by  the  laws  author¬ 
izing  a  loan  and  an  issue  of  treasury  notes,  laws  passed  ex¬ 
pressly  for  the  purpose  of  restoring  public  credit,  Mr.  Dallas 
issues  his  proposals  of  10th  March,  for  a  loan  of  twelve  mil¬ 
lions.  He  informs  us,  that  in  negotiating  this  loan,  he  has 
made  up  his  mind  to  pay  no  attention  to  what  is  called  the 
market  price  of  the  article  he  wanted  to  dispose  of.  It  seems, 
however,  that  the  bidders  for  the  loan  were  so  much  governed 
by  the  market  price  in  their  offers,  that  the  principle  which 
Mr.  Dallas  had  adopted,  prevented  their  coming  together. 

What  does  he  then  do  ?  He  tells  the  holders  of  unpaid 
treasury  notes,  whose  dishonor  was  the  first  breach  of  the  faith 
of  the  United  States,  that  he  will  pay  them  in  stock,  provided 
they  will  take  it  at  ninety-five  per  cent,  (which  is  probably 
what  he  calls  its  “  true  or  par  value”)  that  is  to  say,  nine  or 
ten  per  cent  more  than  it  is  worth  —  if  they  did  not  like  that, 
they  might  wait  another  year.  This  is  what  he  calls  “  an  hon¬ 
orable  regard  to  the  public  credit”  —  the  immediate  effect  of 
which  was  to  reduce  the  price  of  treasury  notes  from  six  to 
twelve  and  a  half  per  cent  discount.  After  this  measure,  it 
was  not  very  surprising  that  “  payments  in  bank  paper  were 
universally  preferred  to  payments  in  the  paper  of  the  gov¬ 
ernment.” 

This  seems  to  have  suggested  to  him  the  idea  of  a  barter. 
Since  he  could  not  sell  his  stock  at  his  own  price  for  money, 
he  proposes  to  receive  a  “  local  currency  ”  consisting  of  de¬ 
preciated  bank  notes.  He  does  not  seem  to  have  been  very 
particular  as  to  the  quality  of  this  paper,  and  he  was  so  civil 
in  “  inviting  the  parties  to  increase  the  amount  of  their  offers,” 
that  in  the  District  of  Columbia  and  Baltimore,  where  they 
had  contrived  to  dilute  their  currency  till  it  was  reduced  twenty 
per  cent  below  the  value  of  “  coins  made  with  gold,  silver  and 
copper,”  they  took  advantage  of  his  civility  to  pass  off  to  him 
four  millions  of  stuff,  which  he  sets  down  “money,”  but  which 
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would  not  bring  in  the  market  within  ten  per  cent  of  what  he 
gave  for  it.  After  all  it  will  be  said,  he  made  a  good  bargain 
for  the  United  States,  when  he  received  trash  he  paid  it  away 
again  to  their  creditors  at  par,  and  has  thus  reduced  the  amount 
of  the  funded  debt  in  the  proportion  which  eighty-eight,  the 
money  price  at  which  he  could  have  sold  the  stock,  bears  to 
ninety-five,  the  price  at  which  he  passed  it  off.  This  is  true  ; 
this  is  the  paltry  boon  for  which  the  credit  of  the  United  States 
has  been  sacrificed  another  year. 

In  the  treasury  report,  Mr.  Dallas  says,  “  In  point  of  fact, 
no  direct  offers  were  made  to  subscribe  at  a  higher  rate  than 
eighty-nine  per  cent,  while  some  of  the  offers  were  made  at 
rates  lower  than  seventy-five  per  cent.”  Let  this  statement 
be  compared  with  the  following  document  now  before  me  —  a 
letter  from  Mr.  Dallas  to  a  gentleman  who  had  made  a  propo¬ 
sition  for  funding  treasury  notes  : 

Treasury  Department ,  2 6th  April ,  1815. 

Sir,  —  I  have  received  your  letter  of  the  20th  instant.  The 
terms  at  which  you  offer  to  subscribe  to  the  loan  are  not  ac¬ 
cepted.  I  have  rejected  many  offers  at  ninety-two  per  cent ; 
but  I  have  accepted  offers  to  a  large  amount  at  the  rate  of 
ninety-five  dollars  in  treasury  notes  for  one  hundred  dollars 
in  stock.  If  the  treasury  note  holders  are  not  satisfied  with 
this  overture,  I  can  only  add  that  it  will  give  me  great  pleas¬ 
ure  to  discharge  their  demands  on  the  treasury,  as  soon  as  the 
receipts  of  the  public  revenue  enable  me  to  do  so. 

I  am  respectfully,  sir,  your  most  obedient  servant, 

A.  J.  Dallas. 

“  At  the  period  of  this  transaction,  there  can  be  no  doubt 
that  it  was  questioned”  by  Mr.  Dallas  “  whether  it  would  ever  be 
politic  again  to  employ  gold  and  silver  as  a  national  currency.” 
He  then  doubted  whether  “to  maintain  a  paper  medium  with¬ 
out  depreciation,  the  certainty  of  being  able  to  convert  it  into 
coin  was  indispensable”  —  he  was  determined  to  try  the  ex- 
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periment  which  he  has  since  discovered  “  cannot  be  deemed 
complete  or  conclusive  to  establish  the  contrary  doctrine.” 
With  what  face  then  can  he  deny  the  participation  of  the 
treasury  in  the  depreciation  of  the  currency  of  the  southern 
banks  ?  To  Mr.  Dallas  alone  may  the  whole  evil  be  attribut¬ 
ed.  It  is  because  he  chose  to  graduate  his  loan  to  the  level 
of  these  “  local  currencies,”  and  to  receive  them  in  payment 
of  revenue,  provided  they  would  put  it  out  of  their  power 
ever  to  pay  specie,  by  agreeing  to  his  propositions,  that  “  it 
has  happened  that  the  coin  of  the  United  States  has  ceased 
to  be  the  circulating  medium  of  exchange.”  It  is  not  true  that 
the  treasury  “  yielded  of  necessity'1''  to  the  general  impulse. 
There  was  no  necessity  —  and  the  treasury  communicated 
more  of  the  impulse  than  it  received  —  and  all  this  whilst  “  no 
substitute  was  provided  by  the  national  authority.”  No,  it  was 
by  Mr.  Dallas’s  authority  alone  that  legal  demands  upon  the 
government,  would  be  paid  only  in  the  notes  of  “  corporations 
not  recognised  by  law.”  It  was  by  his  authority  alone,  that  the 
interest  made  payable  by  law  on  treasury  notes,  till  legally 
paid,  was  declared  to  cease  after  the  assignment  of  his  “funds,” 
consisting  of  stained  rags. 

“Hence”  (and  hence  alone)  “  it  has  happened,  that  however 
adequate  the  public  revenue  may  be  in  its  general  product 
to  discharge  the  public  engagements,  it  becomes  totally  inade¬ 
quate  in  the  process  of  its  application  ;  since  the  possession 
of  public  funds  in  one  part,  no  longer  affords  the  evidence  of 
a  fiscal  capacity  to  discharge  a  public  debt,  in  any  other  part 
of  the  union.” 

Nothing  can  be  more  disgraceful  to  Mr.  Dallas  than  this 
acknowledgment.  With  an  accruing  revenue,  by  his  own 
statement,  of  thirty-nine  millions  of  dollars,  with  laws  for  its 
collection  in  “  coins  made  with  gold,  silver  and  copper  ;”  with 
an  authority  to  borrow  money,  or  issue  treasury  notes,  without 
any  limitation  in  the  terms ;  with  the  public  confidence  per¬ 
fectly  restored  in  the  ability  of  the  government ;  such  a  re¬ 
sult  is  evidence  of  a  “  fiscal  capacity”  any  thing  but  creditable. 
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Is  it  inquired  how  Mr.  Dallas  should  have  proceeded  ?  He 
had  nothing  to  do  but  execute  the  laws.  As  to  those  bank 
credits,  which  puzzled  him  so  much,  he  had  only  to  have 
given  a  reasonable  notice  that  unless  they  were  paid  according 
to  law  he  should  proceed  to  put  them  in  suit  —  as  is  his  duty 
with  all  delinquent  debtors  to  the  United  States. 

He  should  then  have  discovered,  that  it  was ,  as  he  has  since 
done,  that  “  it  probably  will  he  a  duty  to  exact  the  payment  of 
duties  and  taxes  either  in  treasury  notes  or  in  gold  or  silver 
coin  of  the  United  States.”  These  measures  would  have  pro¬ 
duced,  with  little  comparative  inconvenience,  those  effects 
which  he  now  discovers  must  be  produced,  “the  resumption  of 
its  legitimate  character  and  capacity  by  the  coin  of  the  United 
States,  and  the  reduction  of  bank  paper  to  its  just  share  in  the 
circulating  medium”  —  those  who  duly  appreciate  “the  effect 
of  an  excessive  issue  of  paper  money  to  banish  the  precious 
metals”  may  calculate  with  how  much  greater  ease  these  effects 
might  have  been  produced  before  the  exile  of  those  millions 
of  dollars  in  specie  which  have  been  banished  from  the  coun¬ 
try  by  Mr.  Dallas’s  famous  “  experiment.” 

E.  -  TAGE  34. 

EXTRACTS  FROM  A  REPORT  MADE  BY  WILLIAM  H.  CRAWFORD,  SECRE¬ 
TARY  OF  THE  TREASURY,  FEBRUARY  24,  1820. 

“  As  there  is  no  recorded  example  in  the  history  of  nations 
of  a  reduction  of  the  currency,  so  rapid  and  so  extensive,  so 
but  few  examples  have  occurred  of  distress  so  general  and  so 
severe  as  that  which  has  been  exhibited  in  the  United  States.” 

“  During  the  greater  part  of  the  time  that  has  elapsed  since 
the  resumption  of  specie  payments,  the  convertibility  of  bank 
notes  into  specie  has  been  rather  nominal  than  real  in  the 
largest  portion  of  the  Union.”  “  As  the  currency  is,  at  least, 
in  some  parts  of  the  Union,  depreciated,  it  must  in  those  parts 
suffer  a  further  reduction  before  it  becomes  sound.  The  na¬ 
tion  must  continue  to  suffer  until  this  is  effected.” 
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“  As  the  transfers  of  the  public  money  are  made  by  the  Bank 
of  the  United  States,  the  excitement,  produced  by  the  demand 
for  specie,  or  funds  that  can  be  remitted,  consequent  upon 
such  transfers,  has  been  directed  against  that  institution.  All  the 
evils  which  the  community,  in  particular  parts  of  the  country, 
has  suffered  from  the  sudden  decrease  of  the  currency  as  well 
as  from  its  depreciation,  have  been  ascribed  to  the  Bank  of 
the  United  States,  which,  in  transferring  the  public  funds,  has 
been  a  passive  agent  in  the  hands  of  the  government.” 

In  this  connection,  the  following  view  of  the  revulsion  of 
1819,  published  in  Niles’s  Register  in  1823,  is  not  without  in¬ 
terest  : 

“  I  proceed  to  the  more  interesting  subject,  the  distresses  of 
1819.  The  following  are  my  views  of  the  nature  and  cause 
of  the  embarrassments  of  that  year. 

“  The  great  and  moving  cause  of  the  paralysis  of  commerce 
in  that  year,  was  the  change  which  took  place  in  the  circulat¬ 
ing  medium  in  Europe.  For  the  correctness  of  the  facts 
which  I  am  about  to  cite  in  support  of  that  opinion,  I  refer  to 
the  ‘  Report  from  the  secret  committee  of  the  British  Parliament 
on  the  expediency  of  the  Bank  of  England  resuming  cash 
payments,’  made  and  published  in  May,  1819.  I  will  first  ad¬ 
vert  to  the  state  of  the  currency  at  the  commencement  of  that 
year.  The  restriction  on  cash  payments  by  the  Bank  of  Eng¬ 
land  had  been  continued  for  one  year,  from  July,  1818,  to  Ju¬ 
ly,  1819.  It  was  understood  that  the  question  of  cash  pay¬ 
ments  was  to  be  finally  settled  in  the  interim.  The  governor 
of  the  bank  publicly  declared,  at  a  meeting  of  the  proprietors 
on  the  5th  October,  1818,  that  ‘  if  the  bank  did  not  return 
to  cash  payments  in  July  next,  it  would  not  be  the  fault  of  the 
bank.’  There  can  be  little  doubt  that  this  bravado  was  thrown 
out  in  the  hoptf  a  public  clamor  might  be  excited,  on  account 
of  the  embarrassments  likely  to  result  from  the  measures  then 
taking  by  the  bank  in  order  to  reduce  the  circulating  medium, 
which  might  induce  Parliament  to  continue  the  paper  sys- 
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tem,  indefinitely,  perhaps.  At  any  rate,  the  circulation  of 
Bank  of  England  notes  had  been  reduced  in  the  six  months 
ending  January  1,  1819,  upwards  of  three  millions  ;  and  so 
great  was  the  scarcity  of  money  in  January  and  February, 
that  the  best  bills  could  not  be  discounted  by  the  London  bank¬ 
ers.  It  is  stated  by  Samuel  Gurney,  a  bill  broker,  on  the  9th 
of  March,  that  ‘  several  times  lately  there  was  not  a  banking 
house  in  London  that  would  part  with  =£10,000  till  the  follow¬ 
ing  day.’ 

“  We  will  now  look  at  the  state  of  things  on  the  continent. 
The  French  indemnity  loan,  equal  to  twenty-seven  millions 
sterling,  had  been  negotiated  in  the  summer  of  1818.  Aus¬ 
tria,  Russia  and  Prussia  sold  out  their  proportion  of  this  stock, 
and  created  further  loans  of  their  own,  to  the  amount  of  eleven 
millions  sterling,  for  the  purpose  of  replacing  a  part,  at 
least,  of  their  paper  currency,  with  a  new  coinage.  The  gold 
and  silver  transmitted  to  Austria  and  Russia,  in  that  year,  is 
stated  at  twenty  millions  sterling.  The  effect  of  this  drain  of 
specie  was  first  felt  at  Paris,  by  the  Bank  of  France  ;  the  spe¬ 
cie  in  its  vaults  was  reduced,  in  three  months,  from  one  hun¬ 
dred  and  seventeen  millions  of  francs,  to  thirty-four  millions  ; 
in  consequence  of  which  it  suddenly  and  violently  reduced  its 
discounts.  The  shock  was  tremendous.  In  the  words  of 
John  Irving,  Esq.,  ‘  the  panic  of  Paris  spread  with  instant  and 
rapid  effect  to  Amsterdam,  to  Hamburg,  to  Franck  fort,  to 
Leipsic,  to  Vienna,  and  every  other  commercial  place  in  the 
north  of  Germany.  Interest  rose  to  nine  and  ten  per  cent,’ 
<Szc. 

“  The  paper  system  of  England,  which  had  existed  twenty- 
five  years,  had  communicated  an  artificial  inflation  to  all  com¬ 
mercial  property.  Speculators  had  been  enabled  to  control 
the  prices  of  all  the  staple  commodities,  and  had  run  them  up 
to  unnatural  prices,  thereby  exciting  over-production  and  over¬ 
trading.  A  few  months  of  violent  and  continual  pressure,  act¬ 
ing  simultaneously  in  the  cities  of  Paris,  Amsterdam,  and  Lon¬ 
don,  were  sufficient  to  prostrate  the  fabric  of  speculation. 
Numerous  failures,  and  to  an  immense  amouut,  destroyed  con- 
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fidence  and  paralyzed  trade.  The  result  was  a  reduction  in 
the  value  of  commercial  property,  produce,  manufactures  and 
shipping,  which  has  been  estimated  by  intelligent  merchants 
in  England  at  forty  per  cent  on  the  average. 

“  The  reduction  in  value  was  universal.  Every  merchant  in 
every  part  of  the  world,  holding  ships  or  merchandise,  found 
their  value  sink  in  his  hands,  in  a  greater  or  less  degree,  not 
varying  materially  from  the  ratio  I  have  named.  The  meas¬ 
ures  adopted  in  1819,  which  have  since  been  carried  into  effect, 
for  restoring  a  specie  currency  to  England,  have  given  perma¬ 
nency  to  these  reduced  prices,  or,  in  other  words,  to  this  ap¬ 
preciation  of  currency,  from  which  few  articles  have  risen, 
although  many  have  continued  to  fall  —  seeking  their  true 
level. 

“  In  the  United  States,  this  change  was  felt  universally  and 
severely  by  the  merchants,  and  with  the  exception  of  New 
England,  by  all  other  classes  of  the  community.  We,  too, 
with  that  exception,  having,  since  1814,  adopted  a  paper  sys¬ 
tem,  were  beguiled  by  the  semblance  of  prosperity  which  the 
nominal  rise  of  property,  but  real  depreciation  of  currency, 
presents ;  and  although  we  had  apparently  returned  to  a  spe¬ 
cie  currency,  after  the  establishment  of  the  national  bank,  it 
was  only  in  appearance  ;  the  whole  system  was  artificial.  In¬ 
stead  of  reducing  the  value  of  property  to  a  specie  currency, 
the  attempt  was  made  to  blow  up  a  currency  of  gold  and  silver 
to  the  puffy  consistence  of  the  paper  which  preceded  it. 
This  experiment  was  made  to  succeed  for  a  year  or  two,  by 
the  expedient  of  loans  of  specie  obtained  in  Europe  by  the 
United  States  Bank,  and  the  system  of  accommodations  to 
other  banks  of  tender  credit,  adopted  by  that  institution.  The 
electric  shock  of  1819,  like  a  touch  of  the  spear  of  Ithuriel, 
brought  every  thing  to  its  natural  and  true  dimensions.  Real 
property,  throughout  those  parts  of  the  country  which  had 
adopted  a  paper  currency  during  the  war,  was  reduced  in  value 
thirty,  forty  and  fifty  per  cent.  This  infinitely  increased  the 
commercial  distresses  of  New  York,  Philadelphia  and  Balti- 
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more  over  those  of  Boston,  which  had  stood  fast  in  the  integ¬ 
rity  of  the  currency.  Fortunately,  and  almost  by  a  miracle, 
as  appears  by  the  recent  expose  of  Mr.  Cheves,  the  Bank  of 
the  United  States,  by  a  change  of  system,  was  enabled  to 
weather  the  storm,  and  to  preserve  a  specie  currency  in  all 
the  commei’cial  cities,  with  the  exception  of  Charleston  and 
Savannah,  who  are  contented  to  be  within  hailing  distance, 
keeping  their  currency  from  two  and  a  half  to  ten  per  cent 
below  par.  The  western  States  have  given  themselves  up  to 
the  terrible  scourge  of  a  depreciated  currency,  without  guide 
or  landmark.  It  will,  to  be  sure,  work  its  own  cure,  but 
through  toil,  immorality  and  crime. 

“  A  Merchant. 

“  Boston,  Jan.  22,  1823.” 


F.  —  page  35. 

IN  CONGRESS,  HOUSE  OF  REPRESENTATIVES,  DECEMBER  13,  1820. 

Mr.  Sargent  presented  a  memorial  from  the  Bank  of  the 
United  States,  signed  L.  Cheves,  President,  from  which  the  fol¬ 
lowing  is  an  extract : 

“Under  the  14th  section  of  the  act  incorporating  the  bank, 
the  bills  or  notes  of  the  bank  are  made  receivable  in  all  pay¬ 
ments  to  the  United  States,  unless  otherwise  directed  by  act  of 
Congress.  Under  this  regulation,  the  power  of  the  bank  to 
make  its  capital  available,  either  for  its  own  profit  or  the  pub¬ 
lic  good,  is  greatly  abridged.  The  sphere  of  its  circulation  is 
limited  to  those  places  where  it  is  least  wanted,  and  made  to 
exclude  those  where  it  would  be  eminently  useful,  while  the 
whole  currency  of  vast  sections  of  the  country  is  thereby  fre¬ 
quently  greatly  embarrassed.” 

Jan.  28,  1823.  —  Mr.  Hemphill  presented  a  memorial  from 
the  Bank  of  the  United  States.  Referred  to  a  committee,  who 
reported,  Feb.  27,  1823,  of  which  report  the  following  are  ex¬ 
tracts  : 
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“  Under  the  14th  section,  &c.  the  bills  and  notes  of  the  bank 
payable  on  demand,  are  made  receivable  in  all  payments  to 
the  United  States,  unless  otherwise  directed  by  act  of  Congress. 

“  The  question  now,  after  a  full  and  fair  experiment  on  the 
subject  is  whether  this  provision  is  judicious  or  otherwise  ? 

“  When  the  exchanges  are  unfavorable  to  the  south  and 
west,  the  notes  of  the  southern  and  western  branches  are  taken 
to  the  north  to  pay  the  balance  of  debt,  &c.  &c. 

“  We  will  now  proceed  to  enumerate  some  of  the  evils  re¬ 
sulting  from  the  receipt  of  the  notes  of  the  bank  and  its 
branches,  in  this  manner,  and  under  these  circumstances. 

“  1st.  I't  greatly  deranges  and  distresses  the  money  market, 
both  of  the  places  where  the  notes  are  received,  and  where  they 
are  payable,  &c.  &c. 

“  2d.  It  diminishes  and  deranges  the  currency  of  the  whole 
country.  The  bank  was  under  the  necessity,  to  protect  itself 
from  danger,  and  to  avoid  charging  itself  to  an  unlimited 
amount  with  the  cost  of  adverse  exchanges,  to  forbid  the  offices, 
with  which  the  exchanges  were  unfavorable,  to  issue  their 
notes,  »&c.  &c. 

“  3d.  It  makes  the  necessary  public  burthens  in  some  in¬ 
stances  doubly  oppressive.  The  southern  banks  sensibly  feel 
the  effect  of  this  vacillating  and  disordered  state  of  things,  and 
their  memorial  (Banks  of  Charleston)  contains  the  following 
remarks:  —  ‘They  are  perfectly  satisfied  that  if  the  notes  of 
each  office  of  the  bank  of  the  United  States  were  made  receiv¬ 
able  only  at  such  office ,  that  very  great  benefits  would  result  to 
the  different  banking  institutions  in  particular,  and  to  the  com¬ 
munity  in  general.  The  offices  would  then  issue  their  notes  on 
precisely  the  same  principles,  and  in  the  same  proportions  as  the 
State  banks,  and  their  business  would  be  conducted  on  terms  of 
perfect  reciprocity  ;  the  rates  of  exchange  would  then  become  more 
uniform  and  moderate ,  by  an  increase  of  competitors  in  regular 
exchange  operations.  The  different  monied  institutions  and 
the  community  would  be  relieved  from  the  exactions  which 
they  occasionally  feel,  and  of  which  they  are  always  appre- 
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hensive.  Good  will  would  exist  toward  an  institution  very 
capable  of  even  now  affording  great  advantages  to  the  govern¬ 
ment  ;  and  harmony  would  be  restored  between  it  and  every 
part  of  the  community.” 

“  The  bank  can  never  equalize  exchange  ;  the  expense  of  ex¬ 
change  must  be  borne  by  the  debtors,  in  the  debtor  part  of  the 
country,  and  every  attempt  to  give  a  different  direction  to  it 
will  be  baffled.  The  southern  institutions,  and  the  most  re¬ 
spectable  citizens  in  Charleston  who  have  witnessed  the  effect 
produced  in  practice,  have  informed  us  that  the  business  of 
exchange  will  be  improved,  and  the  exchange  itself  moder¬ 
ated. 

“  The  following  resolution  is  offered  :  — Resolved,  That  the 
committee  on  the  Bank  of  the  United  States  be  instructed  to 
prepare  and  bring  in  a  bill  agreeable  to  the  above  report.” 

No  action  was  had  on  the  bill. 


G.  —  page  40. 

BANK  OF  ENGLAND. 

Bullion,  31  Aug,  1796,  2.122.950  —  circulation  and  depos¬ 
its,  .  .  .  15.903.110. 

“  “  1798,  6.546.100  “  20.481.330. 

“  “  1799,  7.000.780  “  21.031.730. 

There  can  be  no  question  of  the  perfect  ability  of  the  bank 
to  resume  at  either  of  the  two  latter  periods. 

The  loans  during  the  war,  were  negotiated  on  the  average 
at  about,  60  for  3  per  cents  ;  that  is,  the  government  received 
,£60,  and  issued  stock  for  £100,  bearing  3  per  cent  interest 
per  annum.  In  1810,  the  currency  was  depreciated  25  per 
cent,  so  that  the  £60,  was  only  worth  45.  In  1825,  the  cur¬ 
rency  had  been  restored,  and  3  per  cents  were  worth  95  in 
gold  ;  so  that  the  lender  of  £45,  received  in  15  years  £45 
interest,  and  £95  principal  at  the  end  of  that  period.  Equal 
to  an  annual  interest  of  about  10  per  cent. 
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H. - PAGE  44. 

The  author  was  a  member  of  the  22d  Congress,  which  passed 
the  bill  renewing  the  charter  of  the  United  States  Bank,  vetoed 
by  President  Jackson.  He  was  desirous  of  making  some  amend¬ 
ments  to  the  charter,  and  with  that  view,  on  the  13th  of  April, 
1832,  laid  on  the  table  the  following,  which  he  intended  to 
move  when  the  bill  came  before  the  house  : 

AMENDMENTS  TO  THE  BILL,  TO  MODIFY  AND  CONTINUE  AN  ACT 

TO  INCORPORATE  THE  SUBSCRIBERS  TO  THE  BANK  OF  THE 

UNITED  STATES. 

Section  8.  Be  it  further  enacted,  That  the  amount  of  notes, 
drafts,  or  checks,  issued  by  the  said  bank  or  its  branches  for  the 
purpose  of  circulation  as  currency,  shall  not  exceed  the  amount 
of  fifteen  millions  of  dollars,  in  circulation  at  any  one  time. 

Section  9.  And  be  it  further  enacted,  That  in  considera¬ 
tion  of  the  benefit  of  such  circulation,  the  president,  directors, 
and  company  of  said  bank,  shall  pay  to  the  United  States,  out 
of  the  corporate  funds  thereof,  on  the  third  day  of  March,  one 
thousand  eight  hundred  and  thirty-seven,  and  on  the  same  day 
of  each  year  thereafter,  during  the  continuance  of  the  charter, 
the  sum  of  five  hundred  and  twenty-five  thousand  dollars  —  be¬ 
ing  equal  to  three  and  one  half  per  cent  per  annum  on  the 
amount  of  circulation  so  authorized. 

Section  10.  And  be  it  further  enacted,  That  all  notes 
issued  by  said  bank  or  any  of  its  branches,  shall  be  receivable 
at  said  bank  or  any  of  its  branches,  in  payment  of  debts  due  to 
said  bank  or  its  branches. 

Section  11.  And  be  it  further  enacted,  That  the  amount  of 
all  debts  due  to  the  said  bank,  shall  at  no  time  exceed  the 
amount  of  millions  of  dollars. 

Owing  to  the  long  debate  in  the  house  on  the  tariff,  the  bank 
bill  was  first  taken  up,  and  passed  by  the  senate.  It  only  came 
to  the  house  on  the  last  day  of  June,  with  the  cholera  raging 
in  New  York.  It  was  a  settled  point  that  the  bill  would  be  lost 
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if  the  house  should  go  into  committee  of  the  whole  upon  it, 
with  a  discussion  on  amendments.  The  attempt  to  amend  it 
was  therefore  reluctantly  abandoned.  It  was  one  of  the  con¬ 
sequences  of  General  Jackson’s  attack  upon  the  bank,  it  be¬ 
came  a  mere  party  question  —  it  was  merely  bank  or  no  bank 
—  no  question  of  modification  excited  the  slightest  interest. 


I.  —  page  46. 

EXTRACTS  FROM  THE  REPORT  OF  R.  M.  PATTERSON,  DIRECTOR  OF 
THE  MINT,  MADE  JANUARY  25,  1841. 

“  The  second  circumstance  adverted  to,  is  the  over-valuation 
given  to  the  gold  in  foreign  coins  by  the  act  of  June  28,  1834. 
This  act  supposes  the  gold  coins  of  Great  Britain,  Portugal, 
and  Brazil,  to  be  22  carats  (corresponding  to  916  2-3  thou¬ 
sandths)  fine  —  an  assumption  which  is  not  confirmed  by  our 
assays.  The  British  gold  does  not  exceed  915  1-2  thousandths, 
and  is  not  received  at  the  Mint  of  France  at  more  than  915. 
The  gold  coins  of  Portugal  and  Brazil  vary  from  913  1-2  to 
914  1-2.  All  these  coins,  therefore,  are  virtually  over-valued  by 
the  law  ;  for  what  it  states  as  a  condition,  is  received  and  acted 
upon  by  the  public  as  a  fact.  Indeed,  even  if  the  coins  in 
question  were  of  the  assumed  standard,  they  would  still  be 
rated  too  high,  because  our  own  standard  was  raised  by  the 
act  of  January  18,  1837,  from  899.225  to  900.  I  have  before 
invited  attention  to  this  subject  in  my  annual  reports,  and  have 
respectfully  recommended,  as  I  again  do,  that  the  act  in  ques¬ 
tion  be  repealed.  This  act  is  unnecessary,  because  the  mints 
of  the  United  States  are  abundantly  sufficient  for  all  the  gold 
coinage  required  for  circulation  ;  it  is  inconvenient,  because 
the  foreign  coins,  which  it  makes  a  legal  tender,  do  not  corres¬ 
pond,  in  value  and  denomination, with  our  money  of  account; 
and  it  is  erroneous  and  impolitic,  because  it  stamps  a  higher 
value  upon  foreign  gold  than  upon  our  own.” 
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A  commtimication  from  the  same  officer  places  the  amount 
of  the  over-valuation  in  a  clearer  light : 

“  One  thousand  sovereigns,  taken  from  the  circulation, 
weigh  from  5111  1-3  to  5124  1-2  dwts.,  or,  on  the  average, 
5118  dwts. 

“  The  valuation,  under  the  law  of  1834,  is  94  8-10  cents  per 
dwt. ;  hence  we; have  $4851.86  as  the  legal  value  of  1000 
sovereigns  ;  but  the  true  value  of  sovereigns,  by  our  standard, 
is  94.623  cents  per  dwt.,  which  gives  for  1000  sovereigns 
$4842.80,  which  leaves  a  loss  of  $9.06,  or  0.1868  per  cent. 

“  One  thousand  twenty-franc  pieces  weigh  from  4135  1-2  to 
4141  1-2  dwts.,  or  4138  1-2  on  an  average  ;  the  law  makes  them 
a  legal  tender  at  93  1-10  cents  per  dwt.,  which  gives  3852.94 
as  the  value  of  1000  pieces  ;  but  the  mint  value  is  92.92  cents 
per  dwt.,  which  gives  3845.50,  being  a  loss  of  $7.44,  or  0.1932 
per  cent.” 

A  reduction  of  the  legal  valuation  of  these  coins  to  some¬ 
thing  (say  quarter  pHir  cent)  below  the  mint  valuation  would 
be  better  than  a  repeal  of  the  law,  as  that  would,  in  some 
measure,  lessen  the  inducement  to  their  importation. 

It  will  be  perceived,  by  the  foregoing,  that  the  present  par 
value  of  the  pound  sterling,  or,  in  other  words,  of  exchange 
on  London,  is  4.85  2-10  ;  the  change  proposed  would  make  it 
4.83.  It  is  more  difficult  to  find  the  actual  par  of  the  French 
currency,  gold  in  Paris  being  worth  a  premium,  varying  from 
1-2  to  1  per  cent.  Taking  the  average  at  3-4,  the  present  par 
is  19  12-100  cents  the  franc. 

Much  apprehension  was  felt  by  many,  lest  the  law  of  1834 
would  banish  silver  to  a  degree  of  inconvenience.  Their  fears 
do  not  seem  likely  to  be  realized  —  and  the  last  year  has  been 
one  which  has  given  the  matter  a  fair  test  —  as,  from  some 
cause,  (said  to  be  a  large  coinage  in  Russia)  silver  has  been 
higher,  payable  in  gold,  than  for  many  years  —  the  price  in 
London  having,  for  many  months,  been  4.11  per  ounce  for 
Mexican  dollars.  They  have  recently  receded  to  4.10  1-4,  at 
which  they  are  worth  no  premium  in  this  country,  at  the  pres¬ 
ent  rate  of  exchange. 
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